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CHAIRMAN 


GOVERNMENT OF INDIA 
ADMINISTRATIVE REFORMS COMMISSION 

NEW DELHI 

December 24, 1069. 

My dear Prime Minister, 

I am presenting to you the fifteenth report of the Commission. The 
report is on “Small Scale Sector”. 

2. If in a growing economy the big industries form the base of 
development, the small scale industries {day no less a vital rdle in 

bringins employment opiwrtunities and fruitful economic »e^vity 
witiiin the reach of most people. In the existing state of bur economy, 
where equitable distribution of wesdth is an article of faith, 
sicale industries can play* a determining role in the reduction of econo¬ 
mic disparties. The Commission, therefore, decided to study this 
important sector and make recommendations which would ensure 
these objectives. 

3. In 1965-66, the small scale sector accounted for Rs. 1,3^ crores 

national income as against Rs. 1,207 crores of tim large 
ihdlistries. In terms of the em^ploynmnt provided, the role of the small 
scale sector was even more impressiVe, employing as it did 5.7 million 
out of a total of 8.9 million industrial workers (excludin^^e house¬ 
hold sector). The increased capability of the small scale sector to xnake 
a variety of sophisticated, intermediate, and even producer goods like 
machine tools, precision instruments and industrial machinery has 
indeed been a source of strength to the whole economy. The small 
scale sector is now xx>ised for a notable advance and must, therefore, 
be managed more effectively. 

4. Though Government have taken several measures to develop 
the small scale sector, the effort has been over-shadowed by the prio¬ 
rity accorded to the growth of the bigger business and enterprises. 
The lumping together of the small scale sector with the cottage and 
village industries in the Industrial Policy Resolution as well as in the 
Five Year Plans has not been helpful to the optimum development 
of small scale sector. 

5. We are of the view that a pro^rous small scale sector wlH not 

about general self-reliance £ind satisfaction but will also 
prevent the Concentration of wealth in a few hands. In the present 
context of India’s develOipment, it is necessary to have an integration 



of small scale industries with the rural economy, as well as with 
large industry, through the development of agro-industries on the 
one hand and of ancillary and small industries on the other. 

6. In this report, we have made recommendations which are 
calculated to attain these objectives. We have proposed that the 
Industrial Policy Resolution of 1956 should be modi^ed to incorporate 
a clear-cut policy on the small scale industrial sector. The policy 
statement should set out a ten-year perspective plan for development 
of the small scale sector, define its role in promoting agro-industries, 
its relation to village and cottage industries, and to the large scale 
organised industries etc. A suitable machinery should be set up to 
review periodically the progress in implementing this policy. 

7. We have recommended the constitution of a statutory high- 
power apex body, the Small Scale Industries Commission, consisting 
of five to seven members in place of the existing Small S^ale 
Industries Board, for promoting the development of a modern 
mechanised small scale sector. The existing Khadi and Village 
Industries Commission should continue. An " inter-ministerial com¬ 
mittee, preferably with a non-official as Chairman, may be set up to 
look into the problems of coimnon interest between the Small Scale 
Industries Commission and the Khadi and Village Industries 
Commission. 

8. The existing all-India Boards for handicrafts, handloom, silk, 
etc., may, in due course, be abolished. Till that time, however, they 
may continue as subsidiaries of the two Commissions. Boards like 
the Coir Board which are specialised and regional in character and 
have a definite export bias will not be affected by this recommenda¬ 
tion. 

9. We have recommended measures for strengthening and streaix^r 
lining the organisation at the State level for promoting Small scale 
industries. Greater attention must be paid to the developmental as 
opposed to regulatory aspects. The responsibility for providing techni¬ 
cal advice and guidance in common basic trades and industries where 
comparatively low technology is employed, should rest squarely on 
the State Governments. For this purpose, they should take over the 
small scale extension centres which are about fifty in number and 
administered at present by the Central Small Scale Industries 
Organisation. 

10. We have made recommendations for affording adequate credit 
facilities to the small scale sector. The present situation is not happy 
inasmuch as only about 35 per cent of these needs are met by insti¬ 
tutional finance. We have, therefore, felt that an apex investment 
and finance institution should be set up with a paid up capital of 
Rs. 25 crores. This may be called the Small Scale Industries Finance 
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Corporation and should be established by statute. Specific guidelines 
must be laid down for the financing institutions in the matter of 
supply of credit to small entrepreneurs and evaluation of their per¬ 
formance. There should be State and District level co-ordination com¬ 
mittees to ensure effective coordination among the different financing 
institutions. 

11. We have made other important recommendations for eliminat¬ 
ing the delays which the small entrepreneurs now face in obtaining 
scarce raw materials, imported capital goods and spare partsi, etc. 
Such applications now pass through a number of committees and 
governmental organisations. To improve matters, we have suggested 
that an equitable proportion of scarce raw materials should be 
earmarked for the small scale sector and the existing procedures must 
be simplified. We have also recommended that the powers of the 
regional licensing authorities to grant licences for the import of 
capital goods without reference to the Central organisations Should 
be raised from the present limit of Rs. 8,000 to Rs. 12,000. A time limit 
of, say, 3 months should be fixed for the disposal of all such applica¬ 
tions.. Those relating to higher amounts must be processed through 
a revised and quicker procedure which we have recommended. 

12. We have also made recommendations which aim at the orga¬ 
nisation of consultancy services, provision of laboratory facilities for 
testing raw materials, components and products, quality control, 
evolving specifications and standards for manufactured goods, in- 
tensif 3 nng export promotion, liberalisation of the items reserved for 
government purchase from the small scale sector, etc., etc. We have 
also emphasised the need for training of District and Block- level 
industries oflicers through refresher courses and of small scale entre- 
preneurs-cum-managers through peripatetic teams of trainers. 

13. In preparing this report we had the benefit of a detailed study 
of the subject by a Working Group set up by us, with Shri Arun 
Chandra Guha as its Chairman. We have also had the evidence of 
experts, officials and entrepreneurs who had knowledge of the work¬ 
ing of this sector. We thank them all for their assistance and 
cooperation. 


Yours sincerely. 


(Sd.) K. Hanumanthaiya 

Shiimati Indira Gandhi, 

Prime Minister, 

New Delhi. 



CHAPTER I 
INTR<H>UCTlON 

The development of small scale industries offers a less compli¬ 
cated, yet more effective, means of achieving broadbased ownership 
of industry, the diffusion of enterprise and initiative in the industrial 
field and a more easy induction of the new entrants, thus facilitating 
the growth 6f a large entrepreneurial class and a more balanced 
regional economic developnoent. This programme has been accorded 
a high priority in the successive Five Year Plans on account of its 
importance, both on economic and social grounds^ Small scale 
industries create avenues of immediate employment of sizeable order, 
on an investment of relatively small capital, meet a substantial part 
of the demand for consumer goods of certain categories and simple 
producers’ goods, and facilitate the mobilisation of resources of the 
small man and the local technical skill and workmanship, which 
might otherwise remain either dormant or inadequately utilised. 
They also reduce the distance between the manufacturer and the 
customer and, in fact, develop a familiar and close relationship of the 
two, which provides a healthy business relationship. They also bring 
about significant social and technological changes in the compara¬ 
tively backward rural or semi-urban areas and have a great and 
immediate impact on the thoughts, the attitudes of mind and the ways 
of living of the people in the areas in which they are located or which 
they service. 

2. Being relatively labour-intensive, this sector is helping in the 
solution of an important social problem, namely, the growing un¬ 
employment in the country, whether urban or rural. Our population 
has been tending to increase at a higher rate than anticipated in the 
plans and the tread does not show any signs of decline. The need of 
bringing about widely diffused economic development and also of 
providing employment to the ever increasing number of young people 
at reasonable wage levels, has prompted the Goyemments, both at 
the Centre and in the States, to give every possible encouragement 
and various types of assistance to small industries, despite our 
limited resources and the more pressing demands of the other sectors 
of the national economy. A great impetus to small scale industries 
could have been given much earlier if processing industries of agricul- 
ural" commodities or manufacture of agricultural implements and 
machinery had been scientifically and more imaginatively planned 
and systematically executed. However, a belated effort has been made 
and the ‘green revolution’ of the past three or fottr years, involving 
scientific methods of cultiyation arid the mechanisalicril to a limited 
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extent of agriculture, has also opened up new visitas for the growth 
and expansion of the diffused small industrial sector, particularly 
agro-based industries. 

3. The unemployment problem continues to assume serious pro¬ 
portions and the youth of the country, both the urban educated and 
the rural, is impatient to improve his standards of living; he cannot 
obviously reconcile himself to engaging in the arts or crafts carried 
on with the aid of simple hand tools. The situation, therefore, calls 
for the establishment and accelerated growth of more and more 
efficient units of industrial production, commonly knowb as small 
mechanised industries, to provide increasing employment opportu¬ 
nities at higher levels of remuneration and to make available to the 
entire population the benefits fiowing from an industrial economy in 
the country. 

4. There is an obvious growing gap between the rich and the poor 
and also between the developed areas and those economically back¬ 
ward. There is also the problem of dispersal of industrial activity and 
the urgent need of diffusion of economic well-being all over the 
country. The increasing exodus of young men in large numbers from 
the rural areas to the havily congested metropolitan areas also is 
posing a big sociological problem. Apart from this, perhaps the 
greates economic problem today and the one which is the most intract¬ 
able is to reduce the extent of dependence on land. Indian agricul¬ 
ture is a small-farm venture. Already some 50 to 60 million farmere 
divide between themselves 320 million acres of cultivable land consti¬ 
tuting an undoubtedly heavy burden on it. Agricultural labour, 
increasing every year with the increase in population, and the families 
of farmers, also maintaining increasing trend, constitute a heavy 
proportion of dependence on the limited yield of produce from land. 
There are very limited possibilities of the surplus population in rural 
areas m aking an annual exodus to the comparatively small number 
of industrial areas, often situated at large distances from the seat of 
that surplus population. With limited opportunities of employment 
in their own areas and the traditional reluctance of the rural people 
to leave their hearths and homes, there is paramount need for absorb¬ 
ing this surplus population in gainful employment nearer home. 
For the solution of rural poverty, for the absorption of the surplus 
rural population, and for linking agriculture with agro-based indus¬ 
tries nearer home, there is and can be no better solution than the 
large scale organisation of small scale industries dispersed all over 
the coimtry, preferably in small townships well-laid out and provided 
^th amenities of roads, water-supply, drainage and electric power 
which can absorb the surplus rural population of neighbouring areas 
and at the same time contribute to the welfare of the rural popula¬ 
tion through the provision of consumer goods nearer home and 



through processing of apScultural coihmoffities of the Ti^^hon ring 
areas in close proxinilty of ; the villages in are produced. 

Such a well-organised chain ief’- townshipsK‘integrated with ruTid 
economy would not only be a Means of solving the probiam of'Turai 
poverty in many respects but WbUld also be tlie instruinent of 
improving^ rural economy through^'its- integrated deyelopnbent and 
at the i^une time would exercise a healthy'lifiSuence on the develop¬ 
ment of many institutions of enlightenment education. In thiS 
sei^, and in this context small scsdefndustries will constitute the 
key to the development of the country as a whble and bring inral 
areas in line with the developments in urban areas, thereby not only 
reducing their relative disparity Imt also removing a sense of legiti¬ 
mate discontent which threatens to enlarge the gulf between the 
rural and the urban populateon. Therefore, both from social and 
economic points of view, a dynamic; and well organised anall indus¬ 
tries programme is of vital importance and has to assume an expend- 
■ing:'role. ; 

5. The modem small sector industry took its present shape and 
form about tjm commencement of the ^ond Plan when, incidentally, 
the Induriri^ Policy of the Government, which h^d been first enun¬ 
ciated in 1948, w^ reformulated in 1956. The Industrial Policy 
Besolution of 1556 laid empharis on sustained and systematio prog- 
ramm.e' for the development of ths awtor. It reccanmendedi infer 
alia, that such serious lacunae as lapk of teclwcal and flnanciid asris 
tance, tmsuitable working conditions and. inadequacy of facilities for 
repair and maintenance, should be removed progressively to increase 
the efficiency of the ^all scale sector. Overithe past decade or so, this 
sector which was previously operating with traditional hand tools 
has been transformed into a modem or semi-modem ihduririal sector 
based on a system of production with the help of inachines' and 
power, T^ sector is at present manufacturing a wide v^ety of 
consumer goods and also simple producer goods which are compar¬ 
able in quality and more or less competitive in price with the pro¬ 
ducts of the large scale sector. The capacity bf the small sector to 
produce sophisticated goods was amply demonstrated during the last 
two emergencies when small producers were able to pool their 
resources to manufacture precision parts, components and stores for 
the defence needs of the coteitry. Moreoiter, the effttdeiicy of this 
sector can also be gauged from the fact that the small scale enter¬ 
prises account for almost the entire production of certain items like 
cljnical thermometers, bifurcated rivetej me^uring tapes, mechani- 
cjd' teys, glass ampules, etc., and ovef ‘ 50% in items like electric 
irons, netting, polythene tubing, b^ bea;^gs, fountEdh pens, 
apeetacles fram^, pressure ojokers, switches, ete. v^o ip the field of 
noh-engineering industries like chemicals, partl^^ly 'paints and 
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dyes, pestieides and jdastics, the achievement of small industries 
sector has been remarkable. Further, it is poised for notable advances 
in more sophisticated electronics, electric£d measiiring 

instruments, thermo-plastics and the manufacture of precision scienti¬ 
fic instruments. All these facts would illustrate the capacity and 
potentialities of this rapidly developing sector for making significant 
contribution towards the growth of the national economy as well as 
the conservation of precious foreign exchange, 

6. The rapid growth, of large scale industry ever since Indepen¬ 
dence has also given some impetus to the small scale sector though 
in a somewhat unplanned manner. A beginning has been made both 
by the private and public undertakings in the large sector in associat¬ 
ing small scale industries with the manufacture of ancillary items. 
Large scale sophisticated industries, like automobile and air-craft,, 
require a surprisingly large number of parts, components, accessories 
and sub-assemblies for which they have to depend on the ancillary 
units all over the world. With the improvements in their techniques 
and organization, the small scale industries offer possibilities of act¬ 
ing as feeder/sincilla^ units to the large scale industries. Thus a 
nexus between the large and small scale industries would not only 
be mutually beneficial but would help in the long-term development 
of the economy of the rural and semi-urban areas whi<fii would other¬ 
wise remain sluggish and stagnant. Besides undertaking the produc¬ 
tion of a large number of consumer and simple producer goods of 
great variety, they would increasingly play an inc^rtant role as 
ancillary and feeder industries to the large scale industries and 
operate as production units complementary to them. This would also 
enable us to reduce the concentration of capital wealth in a compara¬ 
tively small number of industrial units or institutions and to diversify 
technical talent in a manner which would bring about a rationalisa¬ 
tion of the use of right type of technical man-power and at thd same 
time full utilisation of the large number of technical and semi-techni¬ 
cal personnel which at present does not secure opportunities of 
employment in bigger industrial units. 

7. The basic data and statistics of production, employment, capital, 
etc., in the small scale sector would refiect the performance and 
achievements in this field. The small scale industries, both in the 
organised and-unorganised sectors, are estimated to have made a con¬ 
tribution of the order of Rs. 1180 crores to the national income of the 
country, as against a sum of the order of Rs. 1155 crores by the larger 
industries in 1963-64. In the same year they were responsible for pro¬ 
viding employment to 2.7* million persons out of a total industrial 
employment of 5.33* million. Looking at the comparative contribu- 

♦ The figures ofi emptoyment relating to the Small Scde Sector are in respect 
of the small scale units .registered with the State Directors of Industries and are, 
therefore, not comprehensive. 
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tion of the different sectors, the following position will be evident in 
respect of the year 1963, The Isirge scde sector, which accounted for 
as nauch as 85% of the toM fixed ea^tal, contributed 64% of the 
value added by manufacture end provided nea|dy of the total 
employment. T^e small scale sector, on the other hand, provided 
35% of the total emplosmaent in factories and about 30% of the 
aggregate grpss output with only 8% of the total fixed investment. 

8. Under the stimulus, partly of the promotional measures taken 
aiid the assistance provided by Government, and partly as a result 
of the initiative, enterprise and resourcefulness and the great devo¬ 
tion and zeal for innovation and for the a^ption of moctem techni¬ 
ques displayed by the small entrepreneurs, the small scale sector 
made very rapid strides during the fifties and early sixties. This was 
domraented upbn favourably by a number of foreign observers also; 
for instance, the International Perspective Planning Team, which was 
Invited early in 1962 to review the progress made by the smaU scale 
industries, observed in their report that the growth of modem small 
scale industries in India was one of the “most significant features of 
India’s development”. 

9. Having made rapid strides during the last decade or so and 
having now reached the present stage of development, the small 
sector cannot rest on its oars, since the problems of abysmal poverty, 
mass unemplojnnent and the socio-economic development are calling 
for urgent solution and making pressing deipands, for the diffusion 
of economic well-being and for rapidly enlarging the opportunities 
of gainful employment etc. The small scale sector has, therefore, to 
make a leap forward in order to fulfil the needs and aspirations of 
the people and to satisfy the expectations aroused. 

IQ., In the light of the^ considemtions, the Gommisaon set up a 
Working Group, headed by Shri Arun Chanda Guha, which 
studied ip depth the administrative md related problems of the small 
scale industries in the States and at the Gentm. The painstaking work 
done by this Group has proved to be of great value to us. We place on 
record our appreciation of the hard work and devotion to duty of the 
Ghairman and members of the Working Group. 

11. We have also benefited from the reports of certain other com¬ 
mittees like the Lokanathan Gommittee, the Asoka Mehta Gommittee 
and discussions wdth concerned officers and other knowledgeable 
persons. We have gained considerably frmn their views and coinmmts 
and we offer our thanks to them. 



CHAPTER II . 

A POLICY FOR SMALL INDUSTRIES 

Though our Plans have emphasized the need for rapid develop¬ 
ment of capital intensive, modern and sophisticated industries, 
including basic industries, to enable India to occupy its rightful place 
among the developed nations, our economic programmes have simul¬ 
taneously kept constantly in view the paramoxmt need of giving high 
priority to labour-intensive, small and cottage industries programmes, 
as they offered large opportunities for gainful employment and 
helped in the evolution of a balanced egalitarian society. Gandhiji’s 
love for the sroall sector, his concept of an ever-expanding sector of 
self-employed people spread over half a million villages, was green 
in the memory of the people when the Industrial Policy Resolution 
of 1948 was adopted by the Government of India. This Resolution 
attached great importance to the small scale sector, stating inter alia: 

“Cottage and small-scale industries have a very important role 
in the national economy, offering as they do scope for 
individual, village or cooperative enterprise, and means 
for the rehabilitation of displaced persons. The Resolution 
of the Industries Conference has requested the Central 
Gkjvemment to investigate how far and in what manner 
these industries can be coordinated and integrated with 
large-scale industries. The Government of India accept 
this recommendation. It will be examined, for example, 
how the textile mill industry csm be made complementary 
to rather than competitive, with the handloom industry 
which is the country’s largest and best organised cottage 
industry. In certain other lines of production, like agricul¬ 
tural impleinents, textile accessories, and parts of machine 
tools, it should be possible to produce components on a 
cottage industry scale and assemble these into their final 
product at a factory. It will also be investigated how far 
industries, at present highly centralised could be decentra¬ 
lised, with advantage.” 

2. In pursuance of this policy, a number of Boards were set up 
during 1952-53 particularly, for different kinds of cottage industries 
like handlooms, handicrafts, coir, silk and khadi and village 
industries. 

3. The second Industrial Policy Resolution of 1956 urged the need 
of sustained development of the small sector and stressed the 
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important role of cottage, Village and small industries in the national 
economy. The Resolution points to their distinct advantages, namely, 
their employmejat pot^tia^ inore equitable distribution of national 
income and economic growth, inore effective utilisation of the capital 
and skills lying dormant te the couptiy and the establishment of 
small centres of industrial activity distributed all Over the land, as 
an antidote to unplanned urbanisation. 

4. This Resolution also suggested a system of controls, restrictions, 
concessions, incentives and differential taxation for fostering and 
promoting the development of sinall scale and cottage industries. 
Various measures like restrictions on the production of the large 
sector throiigh liceimng etc., the exclusion of organised industries 
from certain fields of production by reserving the latter exclusively 
to the small scale, the common production programmes to ensure a 
fair share to the small sector and concessional taxation measures 
were adopted for this purpose. Other administrative steps, ^e the 
provision of technical advice, common facility centres, testing faci- 
lities, financial assistance and price preference in Government pur¬ 
chases, were silso taken by the Goyemmeht. However, the economic 
trends during the Third Kan, the emergence of a new claira of big 
entrepfehedrs and the growth of giant business enterprises and orga¬ 
nisations which enjoyed obvious advantages in matters like techni¬ 
cal manpower, financial resources and foreign coUaboratioh, enabled 
the large sector Industries to make rapid progress and they were 
slowly and imperceptibly able to make inroads into fields which were 
considered to be reserved for the small sector. 

5. Despite these adverse factors, it is very creditable for the 
mechanised small scale sector to have registered considerable progress 
during the last 20 years. There has, however, been some shortfall in 
th^ utilisation of the financial outlays prdwded for thm sector imder 
the Plan. Thus, the small sector seenos to be comparatively lagging 
behind and a new orientation of policies and programmes has to be 
formulated in order to give a boost to the accelerated development of 
this sector. 

6. The Draft Fourth Five-Year Plan envisages a ■meagre outlay 
of Rs. 184 crores only on village and atnall industries in the public 
sector (1.5% of the total outlay of the Plan) as compared to Rs. 150 
crores in the Third Five Year Plan (2.4% of the total plan outlay). 
‘Even after taking into account the estimated outlay in the private 
aectorj the tdtal expenditure on this sector in the Fourth Plan is 
estimated to be only 3i,l% as ajgainst 4.1% during the Third Plan 
period. This would tend tif confirm the impression that the smiH 



sector has not been given the position of high priority which should 
be its due. 

7. The recent policy of the progressive delicensing of industries has 
also been causing some concern to the small scale sector. The earlier 
concept of the two sectors being complementary and supplementary to 
each other appears to have been thrown into the background and 
there has not developed between the large scale and small sector that 
harmonious and smooth functioning in a joint common endeavour, 
which is necessary for the rapid industrialisation of the country. Even 
within the small scale sector, there are signs of conflict between the 
smaller units and the comparatively larger units of the same sector. 
The recent fresh definition of the small scale sector has brought 
within its ambit a number of what were once medium scale industries. 
Therefore, there appears to be good justification for apprehension 
among the smaller of the small sector units. 

8. The clubbing together of the small scale sector with the cottage 
and village industries in the Industrial Policy Resolution, Five Year 
Plans, etc., may partly be accountable for some confusion and even 
contradictions in the implementation of policies and programmes and 
in the approach to the problems of different sections of the small 
scale sector with somewhat differing conditions and requirements. 
The Working Group has noted this fact and stated that “this has 
created difficulties about the implementation of the policy in regard 
to the small scale industries as requirements of such industries and 
those of village and cottage industries have undergone changes and 
are substantially different at present.” But it is also^a fact that in the 
context of a rapidly developing economy, the line of demarcation 
between the modern small scale sector and the traditional sector is 
likely to get blurred as the latter imbibes and adopts higher and 
improved production techniques—a process which has already started. 
The work done by various Boards dealing with small industries for 
increasing their productivity and quality by the adoption of more 
efficient technologies is hastening this process. 

9. The Industrial Policy Resolution of 1956 is somewhat genera¬ 
lised in its approach to the small sector. It is ti,me, therefore, that 
more detailed policy guidelines and appropriate operational measures 
are spelt out in depth by the government and implemented with 
determination with regard to both these segments of the small sector. 
The objectives of the small sector’s programme are, according to the 
Fourth Five Year Plan, “to improve progressively the production 
techniques of small industries so as to enable them to produce quality 
goods and to promote agro-based industries.” These objectives are 
un^ceptionable. But the question is as to what extent and how the 
conflicting claims of different sectors in the small sector itself are to 
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be reconciled and how far the objectives of dispersal and diffusion of 
industries will be found compatible widi the concepts of economy of 
scale, higher productivity ^d e^ciency of automated indp^^^ the 
tendency of modem induces Id coi^omeratei and the ^p^cial loca¬ 
tional and geographical advantages of certain lar^ industriM in 
regard to raw material, power supply, transport, etc. A balance has, 
therefore, to be struck between the claims of the social philosophy 
underlsnng the accepted programme of small industries spread all 
over the coimtry bringing employment and economic beneflta in 
parthnilar to the remote and backward regions of the country and 
the economic advantages of the superior technology of giant industrial 
complexes in this age of electronics and computerised production 
technology. We are, therefore, of the view that the stage has come 
far a restatement of the Industrial Policy Resolution as weH as of the 
litrategy and methodology to be adopted in regard to the place and 
role of the small sector in the context of a large sophisticated and 
mechanised sector in our national economy* This revised ^statement 
of the national industrial policy should include specific reference to 
both the short-term and the long-term perspectives for the small 
scsle sector. The role and responsibility of this sector should be 
enunciated precisely in the fields such as production, employment 
oK>ortunities, the need to adopt improved technolo^es prUgr^^vely, 
labour mobility, the deconcenteation of economic power, the difitUsldn 
economic welfare and the dispersal of industries with reference to 
spetdal requirements of the different regions and particularly of the 
undeveloped regions. In particular, the i>oIicy on the following pomts 
would require to be laid down in clear and unambiguous terms: 

(1) In terms of a ten years’ perspective what should be the 
strategy for the development of the mechanised sm^ scale 
sector and its place not only vis-a-vis the large organised 
sector but also in regard to the non-mechanised cottage 
industries sector; 

(2> What role is expected of the smaller units of the small 
scale industries in futtrre, particularly those processing 
agricultural raw materials in rural areas; 

(3) To what extent and in what manner promotional measures 
like improved technology, modernisation, export promotion, 
etc., should be modified and improved; and 

(4) What specific steps should be taken to bring about the 
induction of small scale industry in certain lines of pro¬ 
duction and their dispersal over the entire country so that 
disparities in the level of economic dev^(^znent between 
different regions be distinctly reducfed. . y 

LlBpeptt of AR'69—3 



10 


Recommtadatiion 1 

Wev therefore recomniend: 

A clear-cut and new statement of policy on small industries, 
suitably modifying/amplifying the Industrial Policy Resolu¬ 
tion of 1956, should he eniuiciated at the eariiest. 

Operational Equivalents 

10. This brings us to a recommendation made in our Report on 
“Economic Administration” where we had emphasised! the need for 
framing operational equivalents to plan proposals. 'ITie Report stated : 
“In order that all concerned including the Private Sector should have 
a clear idea of what is expected of it by way of implementing the plan 
programmes with due regard to priorities, Government should frame 
operational equivalents of the proposals”. Implementation of the 
above recommendation in the field of small industries by an ade¬ 
quately alert and watchful administrative apparatus should help in 
the achievement of our objective with due regard to economy in the 
context of our very limited resources. The strategy for implement¬ 
ing such a policy will have to be spelt out in great detail in relation 
to regions of varying degrees of development. Simultaneously, well- 
defined tasks will have to be assigned to the private and public 
sectors and the relationships between them emmeiated in more speci¬ 
fic terms and the guidelines worked out. For this purpose, once the 
promotional or operational equivalent has been worked out, internal 
committees, comprising both ofRcials and non-officials, should be set 
up to review the progress in this field and promptly to identify the 
weak points where assistance has to be given, as well as to indicate 
remedial measures in time. 

BeeMumendation 2 

We, therefore, reconunend: 

In line with our recommendation in our Rupert on Ecenemic 
Administration in relation to odier plan proposals, opcnitiuial 
equivalents should be fully worked out f<a the planned prog¬ 
rammes and policies relating to the anall sector also. For the 
success of the operational efforts, a systmn for periodical 
review should be instituted to assess and evaluate the progress 
made. 

11. A restatement of the industrial policy with particular reference 
to the small sector alone might not be sufficient to achieve the 
desired objective unless effective measures are taken to curb the 
extraneous pressures at various levels in the governmental hierarchy. 
It will be,, therefore desirable that the new policy should be given a 
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statutory base and the approval, of Parliament or of the State Legist 
lature, as the case may he, thermo. . .. 

12. In view of the over-ii^^g heeds aind requirements of the actu¬ 

ation the small scale sector ^buld necessarily be given very J^gh 
priority in our plans, more so as there isatihteost universal dem^d 
for the wide dispersal and mbre equitable .distribution of industkal 
a^^ty in this country. The demands of social justice also'maise it 
ihcfi^bent on the Grovernment to give a very high priority to tte 
sihaU sector. Moreover, the small scale sector on account of Its 
inherent advantages like Ibw capital cbst, short gestatibn'period, and 
less infra-structure facilities, eic., VnU be i factor of vital inaportaiMse 
in the speedy economic development of the country, partibulariy ttie 
ba<^klVafd regions and sections of the society. It also 

jgiiBiiB-hppes of dfectiyely dealing with the qoniplicated issues of the 
ip’owing disparities of income and the endemic unemployment in the 
country. Therefore, when formulating schemes for the sniiSl scale 
sector, we should keep in view the direct as well as indirect bmi^ts 
accruing from the small sector to the society and the national 
'n^^Poomy.^ 

Igecammendation 3 

v'. ^.i^i|ia::nBeoiiaiiend: 

Industrial Policy for the development of sihidl scide 
industries should elewly affinn the high prioiity to be 
the industries in the sm^ scde sector in view of its pcdttDtial 
for creating employment opportunities, stimulating enkteijite- 
neurtiiip on a wide and bringing about a more 
distrihhtiim of income and wesdth. It is pf 
. hnportauce to enspre healthy growth of the snudl s^e'sectorf 
^ aecelente ^ indiatrial and econontie yrof t ea s «f 

the country, hut abo to provide a hirowfer and ecmitiBida^ iutd 
socially more justifttibie industrial base. 

13. Nearly two decades ago’, Govenunent adopted the policies of 
‘common production programmes’ and ‘reservation of fields’ for the 
development of the small sector. The concept of a ‘common production 
programme’ originated during the First PiVe-Year Han-and the term 
was used in respect of a programme pr^ribing the respective contri¬ 
butions of the large scale, small scale and cottage indi^ries sectors 
^towards the entire demands of the-country in the context of tlw smcio- 

objectives and policies. Thus, it was.statedi „‘Whi^yer,.,a 
^argb-scale industry competes with, a cottage industry, ^e.app^piiats 
^urse tb.^adqpt would be to-t^ and formulate, a ^yjmpba production 
programme”. formulating sm* a programpi^ relevant 
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factors would have to be taken into account, i.e., the relative effldenej 
and capacity of the large scale and small-scale sectors, the consuzBIK* 
tion needs of the people based on certain norms and the scope ibr 
development on small sccde basis. While it was recognised that 
common production programme for an industry would necessarily 
imply a measure of control by the Government particularly over tii« 
organised sector of the industry, it was emphasised that the essen¬ 
tial features of the programme should be applied after a detailed 
study of the important sectors of industry. It was suggested that one 
or more of the following would be the relevant factors in laying down 
common production programmes for the related large-scale and small 
scale industries: 

(i) Reservation of spheres of production; 

(ii) Non-expansion of the capacity of the large-scale industry; 

(iii) Imposition of cess on the large-scale industry; 

(iv) Arrangements for the supply of raw materials; and 

(v) Co-ordination for research, training, etc. 

The first three out of the elements rrientioned above were intended 
to provide a degree of preferences or assurance of market to 
small sector, while the remaining two were intended to provide 
assistance in positive forms. 

14. Dumig the Second and Third Plan periods, one or the other 
of the elements of a common production programme was a^^lied to a 
number of industries. Many small scale industries, including those 
covered by one or the other of the elements of a common productioa 
programme, expanded considerably during this period though it was 
not possible to determine separately the extent of expansion due to 
the elements of common production programme or the provision of 
assistance and facilties in different forms or import restrictions. It has 
not been found practicable through the various elements of common 
production programme to provide a complete shelter to both the 
traditio nal village industries and the small scale industries against 
competition from large scale undertakings. A ban on the expansion 
of the capacity of the large scale units may not also serve much use¬ 
ful purpose since with the progressive delicensing of the industries 
and the raising of exemption limits, many units having substantial 
fixed assets do not now have to apply for a licence. 

15. In this connection the Working Group has referred to an 
important factor, namely, that large scale producers of basic 
materials, like iron and steel, non-ferrous metals and inoragnic 
chemicals, also are manufacturing and offering at lower prices the 
final products which are being produced in the small sector, thus 
nffAring an unfair competition to the latter. It has expressed the view 



that large scale producers of such products should not normally be 
allowed to engage in the manufactiu'e of finished products themselves. 
They have recommended in this connection that it will be necessary 
to identify and earmark specific areas or fields of production for 
exclusive production in the sttiall sector based bn the proved compe¬ 
tence of this sector to fulfil the tasks in l^e field assigned to it. A well 
demarcated reservation of fields in the case of such industries would 
al^a? to be imperative to provide protection to the small sector 
agai^ this competition. 

Beeontmendatioii 4 

We, therefore, recommend: 

For the impleinentatioti of the policies in relation to commep 
production programme and the reservation of fields, iQiere 
should be set up, at the Centre, in consultatkm with tiie insti¬ 
tutions concerned, a Committee consisting of Joint Secretary- 
in-charge of the small industries sector in the appropriate 
Ministry, and the representatives of organisations like the 
Small Scale Industries Commission (proposed by us below) the 
Khadi & Village Industries Commission, the Federation of 
Small Scale hidustries Association^ etc. This hody should 
be advisory in character and it should review periodleally t|e 
progress in implementing the policies in respect .of .matters 
nmhtioned above and suggest remedifd measures. Correspond¬ 
ing arrangement should be made in the States also. In the l^ht 
of past experience, the policies in respect Of common prddiie- 
tion programme and reservation Of fields will need he 
enunciated afresh. 



CHAPTER III 

ADMINISTRATIVE ORGANIZATION AT THE CENTRE 

Small Scale Industry is a State subject and the duty and responsi¬ 
bility of fostering its growth and development reste with the States. 
Yet, since, in view of the national importance of the programiae, 
s anall industries have been given an importance in our successive 
plans, the Central Government rightly decided to set up the Small 
Scale Industries Board at the Centre in 1954. It comprises the Central 
and State Government Ministers and officials, the representatives of 
the Reserve Bank of India, State Financial Corporations and various 
organizations concerned with small scale industries and a number of 
non-officials representing trade, industry and other interests. Hie 
Board was divided into two units in 1965. The Small Scale Industries 
Board, as the policy-making body, consists largely of the Union 
Ministers and the State Industries Ministers and a number of selected 
officials and non-officials. The Small Industries Official Level Com¬ 
mittee, as the body responsible for implementation, consists of officials 
and non-officials. One of its important responsibilities is to follow up 
the recommendations of the policy-making Board with a view to 
ensToring early and effective implementation. 

2. After examination of the issues involved, the Working Group is 
of the view that the present practice of the two bodies meeting sepa¬ 
rately once in twelve months is not conducive to the development of 
the small scale industry.'The Board has lost some of its effectiveness 
due to bifurcation and to the existing long intervals between the two 
meetings. It has suggested a reversion to the earlier pattern under 
which the Board used to meet regularly at least three times a year. 
Some Standing Committees might, however, be set up for follow-up 
action and for reporting to the Board periodically. 

3. While this suggestion of the Working Group is desirable in 
itself, we feel that, in the altered circiunstances of today When a more 
a-adical programme of accelerated development of the small scale 
sector has to be undertaken, the apex organizational set-up should 
be suitably streamlined and strengthened and made a fit instrument 
for discharging the more onerous responsibility of fostering the 
growth of small scale industries and implementing the policies and 
programmes in relation thereto. This organizational set-up at fihe 
Centre should be a high-powered body endowed with adequate 
powers, resources, and the requisite authority so that it may discharge 
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its responsibilities successfully. For this purpose we would suggest 
that necessary legislation should be promoted through Parliament 
for setting up, on a statutory ba^, a Commission, which inay b^ 
known as 'SmaU Scale Indtistries ConEunission’. In this connectioii we 
are not oblivious of the fact that the IQiad^ and Village Indiiahdes 
Committee (known as the Asoka Mehta Committee) has recently^ in 
its report submitted in 1968, recommend^ the setting up of a Rural 
Ifidus|xies Commission at the apex to prornote the devdopment of 
cb^ge and small industries in the r^ areas. This will be, imder 
thiSr'recommendation, a single comparehensive authority chained 
with the responsibility of rapidly industrialising the rural areas. 
And on its formation the present Khadi and Village Industries Com¬ 
mission would cease to exist. As recoihmended by the Asoka Mehta 
Cominittee, this Commission will be concerned with the small 
, in<^stries in the rural areas only, to the exclusion of the urban ar^s 
and probably semi-urban areas where new clusters of small scale 
industries are springing up. In the context of our industrial devdop- 
ment, this dichotomy between the industries located in the iural 
areas and those in the urban areas is not calculated to foster, the 
growth of either. The distribution of functions between the two 
Commissions or authorities should, in our view, be done not on a basis 
of the rural or urban character of an area but on, a functional baris. 
This aspect is of great significance, since, as a result of the develop- 
m<TOt of infra-structure and the industrialisation of the county, the 
rnial areas are getting, and wUl increasingly get, transformed into 
urban or semi-urban areas. Moreover, it is unlikely that cottage 
industries and common basic trades would disappear altogether from 
the urban dreas. The Government have not, we imderstand^ taken any 
decision on the recommendation of the Asoka Mehta Committee in 
favour of setting up the Rural Industries Commission to replace the 
Khadi and Village Industries Commission. 



j 4[ In our considered view, it is appropriate that a statutory body 
should be constituted at the apex to be in the overall charge of the 
growth, development and promotiun of the small scale industries, 
whether they be located in the rural areas or in the urban areas. The 
Commlsrion, as proposed by us, would leave out of its purview the 
subject of Wiadi and village Industries which are, at present, bdng 
handled by the Khadi and Village Industries Commission. The latter 
lould, in our view, continue to be responsible for Khadi and; th<^ 
sdustries in the rural areas which are Idiown as the village indusMes. 
nder this functional distribution the Small Scale lndustries CcanmiB- 
look, ^er the modern mecha^ small industri^^ The 
CoRumiE^^m wotdd be a statutoiy body consisting of five te. seven 
;jpersons iidBidnated by Govenmieirt for a specked say, thrro 
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to five years, and they should have the powers, inter alia, to under¬ 
take training apd research, to provide coordination in the imple¬ 
mentation of the programmes in the States and be the principal 
agency for fostering and guiding on correct lines the growth of 
industries in this sector all over the coimtry. The requisite secretariat 
assistance should be provided to it. If the Development Commissioner 
is a person of higher rank and status, as per our recommendation in 
para 9 below, he should be the Chairman of the Commission. In any 
case, the Chairman of the new Commission should be a person of 
wide experience or knowledge in the field of development of the 
small scale sector, with a sense of commitment to the programme. 
The existing organisation of the DCSSI would ensure smooth and 
harmonious functioning of this apex body and would place at the 
disposal of the Commission an organisation which has developed 
considerable experience, knowledge and expertise over the last 
fifteen years. 

5. As the development programmes of most of the industries have 
to be implemented in the States, it will be necessary to have corres¬ 
ponding Boards with well-defined functions and operational responsi¬ 
bilities in the States also. The Commission at the Centre would then 
function as the apex body in a federal set up, thus facilitating proper 
coordination and integration of programmes. The statutory character 
of the Commission will inspire greater confidence in the states and 
among the small entrepreneurs and will also enable a speedier 
implementation of the programme. 

6. Though there will be two statutory Commissions with separate 
functional jurisdictions, we feel that, for historical and social reasons, 
village and cottage industries will require special treatment for many 
decades to come. Efforts should, therefore, be made to establish coordi¬ 
nation between the activities of the two Commissions by some kind 
of institutionalised arrangement including common membership of 
a few persons. For this purpose an inter-ministerial committee 
presided over preferably by a non-official may deal with the prob¬ 
lems of common interest, like common production programmes, and 
formulation of policies and act as an Advisory Committee for the 
small scale sector. 

7. The question would then arise whether, after the creation of 
these two Commissions, the existing Boards, like the Coir Board, the 
Handicrafts Board, Handloom Board, etc., should be continued. Some 
of these Boards, like the Coir Board, are of a specialised nature and 
their activity is limited to a particular region. Such a Board need not 
therefore, be dispensed with. There would not be an equally strong 
case for the continued existence of other organisations concerned 
with the small industries, like the Handicrafts Bosud, the Handloom 
Board and the Central Silk Board. If considered necessary, the other 
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all-India Boards might continue to exist for some time as subsidiaries 
to the two Commissions. A speciaUs^ and expert Board, lil^r the 
Coir Board, should, however,, be allowed to continued. We 
however, recommend the di^lutton of these Boards in ge»er^. in 
the course of time when the comnUssdoh gets into full stride;’ 

BeesnreieBdi^iKm 5 

therefore, recon^ 

; (1) A Bmall Scale Ihdiistries Comnu^sion shotdd be set up 
tmder a statute of Parliament in place of the e^finS 
Small Scale Indnstrl^ Board. 

r (3) diftributiiou of worit Imtwemi 

: pijwed ™ existiiig Khadi aad ViBage 

Industries Commission mi functhnud rather thpa on area 
basis. The Sm^ Scale Industries Commission should be 
charged with the responsibility for the development of tiie 
modernized small sector. 

(3) An inter-ministerial emnmittee presided over ptefieimbly 
by a non*c|3cial may deal with problems of omunon 
interest like common production pn^pramme, eValnatloti 
and formulation of policy. 

' (4) If considered neemsary, the eadstiiig all-India Boards like 
the Handicrafts Board, the Handloom Board, etc, nflght 
continue for some time to serve as subsidiaries of ^ two 
Commissions in their respective fields. Certain Sp^dalked 
Boards, like the Coir Board, may, however, he aflowed to 
continue as at present. 

8, In our Beports on the Machinery of the Covenant pf India 
ind its Procedures of Work and on Economic Administration, we had 
made certain recommendations regarding the structure of ad^nistra- 
tive offices for certain policy-cum-executive organizations, We feel 
that the existing organization of the Development Comhoissioner, 
$mall Scale Industries, should be structured as an administrative 
office in the Ministry Of Industrial Development. This shotiid reduce 
‘ decision-maMng points and also prevent the duplication of work and 
help reduce the bottle-necks. This organization may also provide the 
secretariat of the proposed Commission and its officers and staff would 
v; function as the executive of the latter. 

ICbe Working Group has recommended the stren^hening of 
the headquarters of the Development Commissioner’s organization by 
Inducting top level e:^rts in different specialities and raising the 
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Status of the Development Commissioner also. According to the 
Working Group, this will enable the Development Commissioner to 
discharge his functions with greater confidence, to mdke his weight 
felt and to handle the matters which are normsdly disposed of at the 
Joint Secretary’s level in the Ministry. The Group also feel that with 
the raising of the status of the post, it would not be necessary to have 
a separate Joint Secretary to deal with small industries in the 
Ministry. We understand that recently the pay of this post has been 
made equivalent to that of a Joint Secretary. We consider it of 
importance that the Development Commissioner should enjoy a 
status adequate to the nature of his duties and responsibilities. He 
should function as the Principal Adviser to the Government in his 
sphere of duties and functions in terms of the recommendation 
(Recommendation No. 11) made in our Report on the Machinery of 
the Government of India and its Procedures of Work, and as such he 
should not be placed at a disadvantage in his dealings with other 
organisations like the DGTD, etc., mentioned by us in Para 97 of the 
aforesaid report. 

There would also be need for coordination of the development of 
various industries in the small scale sector which are at present 
under the control of various other Ministries like the Ministry of 
Defence (Electronics), the Ministry of Petroleum & Chemicals 
(petro-chemical based industries), the Ministry of Food and Agricul¬ 
ture (agro-based industries) etc. The formulation of policies and 
programmes in this respect by the Ministries concerned should be 
done, in our view, through a process of consultation with the Develop¬ 
ment Commissioner, Small Scale Industries, and his views given due 
weight and consideration. 

Recmnmendation 6 

We recommend: 

The organisation of the Development Commissioner, Small 
Scale Industries, should become a part of the Ministry of 
Industrial Development, etc., and the DCSSl should function 
as the Principal Adviser to the Government on the develop¬ 
ment of the small scale industry. This organisation should be 
technically strengthened by inducting suitable experts in 
various specialities. 

10. The National Small Industries Corporation is primarily 
responsible for supplying machinery to small entrepreneurs on hire- 
purchase basis. The Corporation is also required to undertake pro¬ 
motional work. At present it does not directly engage in marketing 
activities to assist in the sale of small industries’ products. It also 
manages three prototype production-cum-training cwitres at Okhla, 
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Rajkot and Howrah and one industrial estate at Naini. The responsi¬ 
bility of the NSCI for the management of the industrial estate with 
the Corporation is a historical accident and does not legitimately 
belong to it. The industrial estate at Naini may not be receiving the 
requisite amount of attention mainly becaiise it is considered to be a 
subsidiary activity of the Corporation. The Working Group has 
suggested that the management of the industrial estate at N aini should 
jje handed over to the State Industries Department as early as 
possible. We agree with the suggestion and recommend early action. 

11. Due to the general industrial boom during the first three pUn 
periods, marketing has not tetherto been much of a problem to sanall 
industries. Marketing organizations and emporia have, no doubt, 
given a great fillip to the cottage industries like handlooms and handi¬ 
crafts. In future, we feel small industries will have to face more 
mfficult marketing problems as the large sector is steadily diversify¬ 
ing its products and entering into the fields to consumer industries 
in which they were not much interested in the past. The diversifica¬ 
tion of production in certain fields permitted to the large sector units 
after the Pakistan war has increased this threat. It will, therefore, be 
desirable if the National Small Industries Corporation extends its 
activities to the marketing field and devotes more attention and care 
to this aspect. Subsequently, as its activities in this field expand, the 
formation of a separate organisation might have to be considered. 

12. Standardisation and quality control measures are necessary 
aids for this purpose. The establishment of a net-work of marketing 
centres for small industries might not be possible for the National 
Small Industries Corporation at this stage. But the Corporation could, 
with more effect and greater success, assist in the work of standardisa¬ 
tion, quality control, etc., with the assistance of Small Industries 
Seervice Institutes in different States, as also assist the growth of 
cooperative stores by bringing together small enterprises. 

13. In the proto-type production-cum-training Centres which are 
run by the N.S.I.C., the major activity at present is the training of 
the technical personnel. Prototype production is today a less impor¬ 
tant part of their activity and not much success appears to have been 
achieved m this field. The Working Group has suggested that the 
Corporation should be divested of the responsibility of running the 
proto-type production-cum-txafifiJ^g centres and that the admioistra- 
tion and management of these centres should be placed in the charge 
of a separate central body to be constituted for the purpose. We do 
not think that a new body, such as the one suggested, would be 
necessary for managing the three centres. The administration of 
these centres could convenimitily be entxlisted to a central agency. 
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preferably the proposed Commission and become an ipte^al part of 
their responsibility. 

14. It appears that the Corporation’s marketing activity has run 
into heavy weather because of technical difficulties. In our view, 
marketing now holds the key to the development of the small scale 
sector and it should be one of the very important functions of the 
National Small Industries Corporation. The Working Group, while 
dealing with this aspect, has observed that the marketing service of 
the type envisaged cannot be a profit-earning proposition in the initial 
stages. It has suggested that financial deficits, which" might be un¬ 
avoidable in this type of activity in the initial stages, ihay have to be 
made good by the Government for a reasonable period. The Group 
also felt that the Corporation has been considerably handicapped in 
its activities due to lack of resources. With a paid-up capital of Rs. 50 
lakhs only and the loans and credits exceeding Rs. 17 crores, the 
finanmal structure of the Corporation leaves much to be desired. The 
Group, therefore, has urged that the financial position of the Corpo¬ 
ration should be put on a sound footing by augmenting its resources 
so that it may be in a better position to discharge its duties and 
responsibilities which include inter alia the important task of render¬ 
ing marketing assistance to small industries in the country. In view, 
however, of our proposal elsewhere (Chapter VI) for the setting up 
of a Small Scale Industries Finance Corporation as the apex financ¬ 
ing body for this sector, the position of financial assistance, if any, 
could be considered by the apex body. 

15. The activtiy of the Corporation, so far as the hire-purchase of 
machinery is concerned, has been, generally speaking, progressing 
satisfactorily. But we cannot ignore the fact that there has been some 
overcentralisation in this matter and the sm^ entrepreneur has to 
run from pillar to post in many cases. A highly centralised institu¬ 
tional frame of the,present type is unsuited to the task of looking 
afer the need of a large number of small entrepreneurs spread all 
over India. The procedures of the Corporation in respect of the hire- 
purchase of machinery should be so devised that an entrepreneur is 
hot required to go beyond the State headquarters. The CoiqxMration 
should either have its regional offices atithe State headquarters and/ 
or other convenient centres or enter into an arrangement with the 
State Governments, under which the Director of Ind.ustries would act 
as their local agent in the matter of hire-purchase etc. This should be 
accompanied by maximum decentralisation of . authority. 

Recommendation 7 

We recommend: 

(1) The Industrial Estate at Naini should be transferred to the 
State Industries Department. 



21 


(2) The National Small Industries Corporation should be 
divested of the responsibility of the administration and 
management of the Proto>type Production-cum-Training 
Centres. Theb ad m i n istration should he entrusted to 
another Central agency, preferably the proposed 
Commissi<m; 

(3) The National Small Industries Corporation, should under; 
. take vigorous marketimr assistance programme. In -rim 

initial stag^^ this activity should not be treated as a onn- 
mercial activity, but as of promotional nature; 

(4) The National Small Indnriries COTpoiration may eiti*®* have 
regional offices or'pmferaffiy ^ter into arrangMUOat • w 
understanding with the State Governments, under which 
the Dhhctor of Industries'will act as their local agent in 
the ldre*purchase casea. There should be ibe maafaffian 
decentralisation of its hire>purchase actiirity. no thaf 
journeys of small entoepreneurs to the headmiarters of the 
Corporation may be layoid^. 

16. With the transfer of the control of the Proto-type Production- 

from .National Small Industries 
Co^ration (N.SJ.e.) its duties and responsibilities- will diminish to 
some ojrtent. While it is proposed that the marketing activities of this 
C|)i|i6)fation should be extended, there will be some duplication ' of 
‘V^rk involved in the two institutions existing at the Centre ride by 
ride, nrinely, the Small Scrie Industries Commission and the National 
Small Industries Corporation and their functions will also bverlap to 
some e^ent. In view of this, on the coming into existence of the 
Commission, there should be a fresh appraisal of the duties and 
responsibilities of the Corporation and it should be conu^ered- ih 
due course, what specific duties and functions shdUH vest ' in' each 



Recommendation 8 

We; thmefbre, recommend: 

On the coming into existence of the Small Scale bid^t^s 
Commission, there should he a fresh, apprafi^ of the 
duties and responsibilitim of tbe National Snudl Tn dwstries 
. Corporation so that tiie. Overlap of funetions or cp^ 
over, the spheres of wdrfc are avoided. 



CHAPTER rV 

ADMINISTRATIVE ORGANISATION IN STATES 

The organisational set-up in the States is of great tfnportance for 
the growth, development and continuous functioning of the small 
scale indusWes. Its structure and apparatus and its procedures for 
taking policy decisions and implementing programmes, the general 
administrative and technical competency of the staff and varied 
and complex responsibilities and functions of the administrative 
hierarchy need, therefore, careful attention and scrutiny. At the 
State level the administrative work is the responsibility of the State 
Directorate of Industries headed by a Director of Industries, who 
may be assisted by such Additional, Joint or Deputy Directors, etc., 
as the volume of work may warrant. 

2. The Director of Industries in the State Governments should be 
a senior ofBcer, well-experienced and knowledgeable. The Director 
of Industries should normally be allowed to hold the post for a suffi¬ 
ciently long time for three to four years at a time—and the arrange¬ 
ment need not be disturbed except under special circumstances. 
His activities should be developmental and promotional particularly 
in relation to the small scale industries. 

3. In the States generally the Director of Industries is In 
charge of all industries—^large scale, medium and small scale. 
In consequence partly of this, the Directorates concern themselves 
and are pre-occupied more with the spectacular and publicity 
oriented matters relating to the large scale sector. The matters con¬ 
nected with the small scale sector, therefore, tend to get relegated 
somewhat to the background. This tends to give one the feeling that 
these matters do not receive the requisite amount of prompt and 
timely attention and action. In such cases an officer of almost 
equivalent rank, viz., an Additional Director of Industries could, 
with benefit, be appointed to deal with the problems of large sector 
and medium sector exclusively. However, in the smaller States, 
the nature and volume of work may not fully justify the need for 
such an additional officer. The Director should, while retaining 
an overall coordinating role, assume the direct responsibility for the 
implementation of the programme of small scale industries and 
should devote the maximum of his time and energy to this aspect 
of the work. His responsibility in this fi^ld should not be whittled 
dewn in any respect, 
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4. As regards the suggestion made from time to time that the 
Directorate of Industries should be combined with the Industries 
Department of the Secretariat at the State level, it will be recalled 
that we have already discussed this aspect of the organisation at the 
State level and the integration of the executive department 
with the secretariat in our Report on State Administration. We 
came to the conclusion, inter alia, that the headquarters organisa¬ 
tion of an executive department concerned primarily with planning, 
impl^entation, coordination and review of a single development 
programme or several allied programmes covering a substantial area 
of the activities of the Ministry and having direct bearing on policy¬ 
making, should be integrated with the administrative department 
concerned, subject to their satisfying certain criteria laid down by 
us. Under our scheme of things, the heads of the executive depart¬ 
ments which are integrated with the Secretariat should function 
as Principal Advisers to the Government in their respective areas 
and should enjoy a status adequate to the nature of their duties 
and responsibilities. They would, however, retain their present desig¬ 
nations. The criteria laid down in the report mentioned above, would 
apply, mutatis mutandis to the Director of Industries also. 

5. The Director of Industries should, like other heads of depart¬ 
ments, have the requisite powers and operational freedom to dis¬ 
charge effectively his functions and duties. To enable him to imple¬ 
ment effectively the policies and programmes and to provide satis¬ 
factory service to the people, he should be delegated adequate 
administrative and financial powers. In this connection we would 
invite attention to the recommendation made in our Report on fte 
‘Delegation of Financial and Administrative Powers’, where we have 
commented, inter alia, on the need for an overall approach of tiie 
“maximum possible” delegation rather than iSie “minimum neces¬ 
sary”, placing on the delegated authority the responsibility of 
ensuring that delegated powers are exercised properly, modltylng 
the delegations only through the amendment of relevant rides and 
not through executive instructions and authorising the heads of 
departments to re-delegate, with the approval of administrative 
department, some of their administrative powers to the officers in 
their respective organisations. We have reiterated these observa¬ 
tions in respect of the State level administration also in our report 
on State Administration. It is essential that the Director of Indus¬ 
tries should have the necessary power and authority to deliver the 
goods, and that his functioning or the discharge of his responsibi¬ 
lities is not hamstrung by the State Secretariat. The latter should 
concern Itself principally with the formulation of broad details of 
the policy and the Directorate of Industries should have the maxi¬ 
mum delegation of powers in respect of execution of progrenjmes, 
personnel policies, management of finance and other administrative 
matters. 



24 


Recomiiiendation 9 

We^ therefore, recommend: 

(1) the Director of Industries in the State should he a senior 
officer, and should normally hold his assignment for a 
period of three to fotur years. Be should have a status 
adequate to the discharge of his multifarious duties. 

(2) The director of Industries should he the undisputed head 
of his department and shoidd enjoy all the powers and 
discharge all the functions of a major head of departmmit 
in the State Government, 

(3) In case tiie Directorate of Industries has imder its charge 
the large scale sector as well, an Additional Director with 
almost equal status and powers may be appointed for the 
medium and large sectors with overall supervision in 
defined fields only if the volume and nature of work 
relating to large scale sector clearly warrant it. The 
responsibility of the Director of Industries in regard to 
the small sector should be direct and complete and should 
not be whittled down in any respect. 

6. During and after the Second World War, due to shortages of 
raw materials, power, etc,, the Director of Industries and his field 
ofBcers were looked upon more as regulatory functionaries than as 
developmental officers. Somehow not much importance was 
attached to their developmental role as the friend, philosopher qnd 
guide of the small entrepreneurs. The issue of a permit or the 
allotment of a quota was considered sufficient to assure the grq'\^h 
of the unit so favoured. The number of small scale industries hi” 
creased at a comparatively rapid rate during the three Plan periods 
largely- because of the impetus provided by the Plans. "W^ith their 
eyes on getting hold of scarce raw materials, unfortunately, not a 
few small units were started just to secure a share in the allocation 
of scarce materials. Proper utilisation of scarce resources was, 
therefore, legitimately an important concern of the administration. 
There was a tendency to distribute scarce materials to as large a 
number of units as possible with the result that many of them 
hardly got more than one-sixth or one-tenth of their requirements 
according to their capacities. The conditions have, however, now 
changed in some respects with the easing of the supply position. The 
growth and development in the small scale sector has been uneven, 
ill-distributed and somewhat haphazard. It is high time, therefore, 
that the regulatory aspect of the functions of the Directorate of In- 
dustries and other connected Government agencies ^ould yield 
place of pride and prec^ence to the dfevelopnoental aspect thou]^ 



the responsibility of both regulation and development should ccm- 
tinue to vest in the same authority. 

7. For accelerating the development on modem lines of the small 

sector, there should be ^eater emphasis on developmental and 
extension work. The £)istrict Industries Oflacers and the block level 
officers concerned with industries shoidd, in the changed circum¬ 
stances, pay greater attention to, and lay more emphasis on their 
developmental functions rather than on regulatory functions^ It is 
relevant to mention here that the duties and functions of the District 
Industries Officer and his staff working iri the developmental field 
would need a review in the cofttext of the establishment of the 
panchayati raj institutions in the States and the recommendation 
made in our Report on State Administration that the responsibility 
for developmental work should be transferred to the panchayati raj 
institutions headed by the Zila Parishad in the district. A cursory 
examination of the functions transferred to these institutions would 
indicate that in most of the States the responsibility for the promo¬ 
tion and development, etc., of cottage and village industries only 
has been transferred to these bodies. While in most of the States 
the small scale industries have not been transferred to the control 
of the Zila Parishad, in a few States like Gujarat and Punjab the 
promotion of small scale industries has been made the responsibility 
of the panchayati raj institutions. , 

8. We have already emphasized the need of bringing about an 

accelerated growth of small scale industries which will work as 
feeder/ancillary to the major units in the large scale sector and 
which will have an inherent vitality and strength of their own. In 
view of this it is essential that the District Industries Officer and 
the officials at the Block level should be given the necessary opera¬ 
tional freedom, and particularly in technical and regulatory matters 
they should have complete freedom to make references' direct to 
their departmental officers and obtain instructions or orders in such 
fields like the provision of scarce raw materials, capital equipment, 
balancing equipment, etc. Since the time and speed are of the 
essence in such matters, this bifurcation of their functions and res¬ 
ponsibilities is essential. It is, therefore, desirable that the practice 
in this matter should be uniform in all respects and that the subject 
of small scale industries should, for the time being, not be under 
the control of panchayati raj institutions. In ^e few States, where 
such transfer has been effected the State Governments should 
review the position and, if the objective in view, namely, the re- 
4niSite tempo in the growth and development of small scale indus- 
tiies iSjBot being achieved, they should consider wheth^ the res¬ 
ponsibility in this fi^ be entrusted entirelv to the (ffidah^ 

of the Industriw Ospraftme* 

JLII Deptt of ABi* 
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Recommendation 10 , 

We recommend: 

(1) The officials of the Industries Department woridng at the 
district and block level shorild lay more em phaniiB on and 
devote more iittention to the developmental aspects of 
their duties rather than regulatory aspects. 

(2) Normally, in the district, the full responsibility in respect 
of all aspects of work relating to small scale industries 
should v^t in the District Industries Officer and the 
officers subordinate to him. In those States, however, 
where the subject of small scale industries has also been 
transferred to the panchayati raj institutions, the State 
Governments concerned should review the position and 
consider whether the entire responsibility in this field 
could be entrusted to the officers of the Industries 
Department. 

9. At present, the entrepreneurs and promoters of small scale 
industries suffer from several handicaps and experience considerable 
difficulties in their task. These are, inter alia, dilatory procedures, 
tjhe lack of correct information and advice in time, the dearth of 
expertise, the diffusion of responsibility and the lack of certainty 
regarding decision-making levels in the governmental organisation. 
These lacunae in the administrative systems or procedures may act 
as deterrents to many a prospective entrepreneur. An intending 
entrepreneur should know exactly where to go and where to seek a 
solution of his numerous problemes. A complex hierarchical organi¬ 
sation and complicated procedures in the Department concerned, 
are therefore, particularly ill-suited for a developmental organisa¬ 
tion like that dealing witfh small industries. The levels in the admi¬ 
nistrative structure should, therefore, be kept at the minimum. 
There should be at the most three levels of responsibility, say the 
Director of Industries, the District Industries Officer and the Block 
Industries Officer. 

10. Well-defined and specific duties and functions should be en¬ 
trusted to each level and also specific powers, both administrative 
and financial, should be delegated to these levels, more or less on the 
lines recommended by us in our Report on Delegation of Financial 
and Administrative Powers. This is essential in order to enable these 
officials to fimction effectively and any tendency on the part of 
superior authorities to withdraw the delegations made, either by 
executive orders under or an informal arrangement, should be 
strongly curbed. Also, a similar inclination on the part of the lower 
levels to push up decision-making to the Ihigher levels should be 
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discouraged. In this connection we would also refer to our observa¬ 
tions in Para 5 above and to our recommendation (Recommendation 
No, 13) in the Report on State Administration that a Working Group 
should be set up in each State, which does not have su(^ a body, to 
formulate a scheme of substantial delegation to executive- autho¬ 
rities. 

11. As regards the terms and conditions of service of l8ie dfidab 
of the Directorate of Industries working at the various levels, for 
instance, the pay scales, the length of service, ^ciency bar, de., it 
is hardly necessary to dwell on this topic here since this has already 
been dealt with in some detsdl in our Reports on State Adodnistra- 
tion (Para 17—Chapter ijC) and Personnel Administration 
(Chapter IV). 

Recommendation 11 

We recmnmend: 

(1) There should he at the most three identifiable levels ef 
responsibility in the Department of Industries. 

(2) Necessary delegation of powers should be Rested at all 
&e three leveb, dearly definhu; the duties yespaMtibili- 
ties etc., in accordance with our recommendatims in the 
Report on State Admhdstration. 

(3) Any tendency to infmrmal withdrawal oS the dehegatieas 
made or of the due exercise oif anthiority should be cAee- 
tively curbed. 

(4) The authorities whom the entrepreneurs have to ai^reack 
should be reduced to the minimum. 

Statistics and Data 

12. In the organisational structure of small scale industries, what 
appears to us to be a serious lacuna is the absence of a suitable and 
efficient machinery for the collection of data and statistics. T!he 
regtetration of industries , has so far been voluntary. Efforts made 
by different or^nisations to have even a rough idea of small units 
have been unsystematic and haphazard and have not come up to 
requisite standards. It is reported that evoi the reconciliation of 
the figures collected by various agencies has been very difficult. 

13. Some time ago the Committee on Scarce Raw Materials 
a^inted by the Central Government (generally known as the 
Trfvkanathan Committee) observed that during the course of their 
working they had been painfully aware of the fact that dep^dable 
uniform data regarding different small scale industries are not avail- 
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able over a period of time. They, therefore, made a recommenda¬ 
tion that this basic deficiency should be set right as quickly as 
possible. It is essential that correct and up-to-date information and 
data about this sector be readily available so that the planning and 
programming may be undertaken on solid foundations. The Work¬ 
ing Group has suggested that it should be the responsibility of the 
State Directorate of Industries to handle registration, collection of 
key statistics from small scale xmits and undertakings and local ebo- 
nomic surveys and that these functions should be performed in 
accordance with the overall scheme approved by, the Development 
Commissioner, Small Scale Industries, in order to ensure uniformity 
and comparability of data. We are of the view that there should be 
provision for compulsory registration of establishments in the small 
scale sector with the Directorate of Industries in the State Govern¬ 
ments and that the Directorate should, besides registration, also be 
entrusted with the function of collecting and compiling periodical 
information and data from the small scale rmits. At the district 
level, this function should be discharged by the District Industries 
Officers. It is also important that the relevant data in respect of a 
district should be maintained at the district level and periodically 
scrutinised and kept up-to-date. For this purpose it is an important 
requisite that there should be proper liaison and coordination bet¬ 
ween the officials of the Directorate of Industries and the State 
Statistical Organisation at various levels and that they should work 
this sdheme in a spirit of good-will and mutual cooperation. Tech- 
Jiical guidance in the preparation of design and proforma and in 
other tasks relating to statistical data would no doubt be provided 
by the Director of Industries in consultation with the Statistical 
C^ganisation at the State level. 

Recommendation 12 
We recommend: 

There should he provision for compulsory registration of 
establishments in the small scale sector with the Directorate 
of Industries of the State Government. Besides, the Directo¬ 
rate should also have the responsibility of collecting and c<na- 
piling periodical information and data from the small scale 
units. At the district level this function should he discharged 
by the District Industries Officer under the guidance »»«d 
supervision of the Director of Industries. There should be 
proper liaison and coordination in this field between the 
Directorate of Industries and tbe State Statistical Organisa¬ 
tion. 



CHAPIIR V 
TECaaNICAL ASSISTANCE 

The Industrial Policy Resolution uf 1956 has emphasised that the 
aim of the State policy would be to ensure that the decentralised 
sector acquired sufficient vitality to be self-supporting. Some of 13m 
serious handicaps from which this sector was suffering wieiej, inter 
alia, the lack of technical assistance and the inadeqixacy of facfflties 
for tooling and testing, and the removal of these handicaps was con¬ 
sidered necessary to increase progressively the dficieimy-of the 
small scale sector as a whole. This imderUnes the importance of 
proper technical advice and guidance to the entreprenems and 
managers in this sector. 

2. At present the technical advice whidh is accompanied, in many 
cases, by other services'dike training, demonstration, etc., is being 
provided throughout the country by the Gentral Small Industries 
Organisation (the Organisation of the Development Conunissioner, 
S.S.I.). The main objective of this programme is to provide direcfly 
technical advice and guidance to the small units to enable them to 
improve their production technology, so that they may be in a posi¬ 
tion to improve their competitive strength and to acquire sufficient 
vitality to be self-supporting. This technical service is, at present,' 
being made available mainly through the programme of the Indus¬ 
trial Extension Service administered by the DCSSIO. Ihis service 
is provided through a number of field organisations, like the Small 
Industries Service Institutes, Extension Centres, Produc^on-cum- 
Training Centres, Common Facility Centres, etc. Though the States 
have hitherto been dependent, by and large, on the servicesprganis- 
ed by the DCSSIO for the supply of technical services to the small 
industry, steps have been taken by a number of them to develop 
their own technical service programmes in the recent past. Such 
programmes of technical advice and service have been d®'’^3oP®^ 
by States like Tamil Nadu, Mysore, Maharashtra, IJ.P., Punjab, etc. 

3. The technical advisory service being provided by the SISTs 
and Extension Centres has developed certain lacunae, for instance, 
the'type of service provided has become outmoded and obsolete and 
the technical expertise available also is not commensurate with the 
emerging requirements of the nelv industries using sophisticated 
technologies and precision machinery, wWch will be the main line 
of ^development in the future in this seci:or. For seVer^ reasons, 
including the loss of senibr personnel and other affininistrative 

^ ^ ' 29 ' ■' ' 
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factors, the service provided by the SISI's and Extension Centres 
is proving inadequate for discharging the Central organisation’s res¬ 
ponsibilities. Since the small scale units are being increasingly 
oriented to the production of more sophisticated items, like electro¬ 
nics, plastics, thermo-plastics and other petro-chemical based pro¬ 
ducts, the nature of the technical advisory service required will 
also have to be of a much higher order and endowed with the 
knowledge of, and expertise in, the latest technologies. It is, there¬ 
fore, essential that in tile matter of provision of technical assistance, 
there should be a more clearly defined demarcation of areas between 
the State Governments and the C.S.I.O. 

4. This Mfurcation of the functions and responsibilities will be 
in the best interest of the small sector. It would be eminently 
desirable that the State Governments should also set up their own 
technical units, if none exist at present, to provide these technical 
serrlc^ in certain lines of production where the level of technology 
is less wphisticated and of comparatively lower order. It is highly 
desirable that the responsibility for providing technical advice and 
guidance in common basic trades, like smithy, carpentry, metal 
finishing, forging, welding, etc., should be taken over by the Direc¬ 
torates of Industries imder the State Governments and that the 
technical services in respect of the more soj^sticated items of 
IHroduction, like electrical and industrial instrumentation, electro¬ 
nics plastics, petro-chemical based products, the formulations of 
pesticides, insecticides, etc., should be undertaken by the S.I.S.Fs 
direct. For this purpose, all the Extension Centres, which are 65 in 
number, and which are providing expertise in basic trades, like 
smithy, carpentry, metal finishing, etc., should be taken over and 
run by the State Governments. It is understood that 15 or 16 such 
Centres have already been taken over by the State Governments. 
It is important, however, that the process should be expedited and 
completed as early as possible. In these Extension Centres, the 
State Crovemments could develop their own tedhnical assistance 
services and other facilities. The transfer of these extension centres 
to the State Governments should be effected on such terms and 
conditions as may be mutually agreed upon between them and the 
C.S.LO. 

5. Having been divested of the responsibility for Extension Cen¬ 
tres, S.I.S.I’s should assume the responsibility of providing technical 
advice, guidance and expertise of the higher and more sophisticated 
order to the new industries which have to be developed and taken 
to the new heights of production and achievement during the years 
ahead. The proposed Small Scale Industries Commission and the 
C.S.I.O. should assume the responsibility of directly providing the 
technical advice in the more sophisticated fields, while, in the matter 
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of lower technology, they would have to play a coordinating role 
ind also ej^ercise a certain degree of supervision. 

6. We have already referred in our earlier Chapter (Chapter III) 
to the setting up of the Small Scale Industries Commission and the 
strengthening of the organisation of the DCSSI for this purpose. 
The strengthening of the organisation should be oriented to meeting 
the needs Snd requirements of the new technology and to providing 
the technical personnel of requisite qualifications to the SISFs for 
undertaking these new tasks. For this purpose, besides the head¬ 
quarters organisation of DCSSI, the SISI’s should also be properly 

equipped and strengthened by such minimum supporting staff as may 
>e found to be absolutely necessary. 

tecemmendation 13 

We recommend: 

(1) The respoasibili^ for providing technical advice and 
guidance in common basic trades and in industries with, 
comparatively lower technologies should rest with the 
State Governments. 

(2) The remaining Extensimi Centres, run at present by the 
Central Small Industries Organisation, should be taken 
over by the State Governments on mutually agreed terms 
and should be run, in future, by the latter. ' In the case 
of sophisticated industries and those requiring more com¬ 
plicated and constmitly changing technolc^es, foreign 
know-how, etc., tjhe Small Scale Industries Cmnmisshm 
should assume responsibility for providing the requisite 
technical assistance. The proposed Commission should also 
play a coordinating role in general in the field (^ technical 
assistance. 

(3) The SISFs should be well-equipped to give technical advice 
for the requirentents of industries with advanced techno¬ 
logy. For this purpose they should be further strengthen¬ 
ed by such supporting staff and equipment as; may be 
found to be necessary. They should continue to be under 
the C.S.I.O. 

7. It is difficult, at times, for a Government organisation, on 
account of its limitations to keep itself abreast of the latest advances 
in the field of technological development and to function in a dy- 
.nakmic way in an environment of fast-changing technology and 

ifidustrial processes. One way to deal with this problem is to 
enable the institutions concerned with the provision of terfmical 
assistance to establish close and continuous contact with the 
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organised industries, both in the private sector and the jpublic sector. 
Some well thought-out administrative arrangements will have to be 
devised for the inter-change of information and experience available 
with these industries in the country as well as with those in other 
countries, to the mutual benefit of all concerned. Arrangements would 
have to be made for taking advantage of the offers of generous assis¬ 
tance by some advanced nations in the field of latest technology. 
However, wherever such foreign collaboration is ei^tered into for 
acquiring the know-how of the latest technology, there should be 
an in-built proVision for the termination, as early as possible, of 
such agreements so that the sector may no longer remain dependent 
on foreign assistance. 

8. Besides the technical assistance service provided directly by the 
SISFs the expertise of the required order should be provided to the 
small scale sector by devisig other ways and means also. The steps 
in this direction should be supplementary and complementary to 
the work done by the SISrs. For this purpose, the private consul¬ 
tants and experts could also, with benefit, be utilised oh a part-time 
basis. We agree with the Working Group that necessary arrange¬ 
ments should be made for the provision of high-level technical ser¬ 
vices on a regional basis by establishing technical panels of part-time 
consultants of various key industries and that they should be 
attached to the SISFs at Calcutta, Bombay, Madras and Delhi. The 
panels of such consultants should render technical advice to the 
institutes. The terms and conditions on which they would work and 
the remuneration etc., to be paid them are, however, matters of 
detail on which we need not dwell. 

9. An endeavour should also be made to stimulate interest in 
such services by private corporate agencies and trade organisations 
so that they may also be encouraged to take up this task. If neces¬ 
sary, some financial assistance may be provided to such agencies on 
a selective basis. Probably, our own public sector undertakings or 
a group of private industries in the related fields could take the 
initiative in organising competent consultancy/technical services in 
their respective fields, that is, in the case of their ancillary and 
feeder industries. These services should, however, be provided 
strictly on a commercial basis, so that they do not impose a financial 
burden on these bodies. 

10. The States may, however, consider giving subsidies to the 
actual users in cases of hardship according to a well-considered 
plan. The criteria for the sanction of subsidy should, generally, be 
the size of the enterprise, its location and its priority in the overall 
national economy. Thus, a small enterprise starting its operations 
in a backward area may, atleast, in the initial stages, be considered 
eligible for such services almost free or at nominal cost, while the 



enterprise with larger investment and better locational advantages 
should ordinarily be required to pay the normal charges for the 
services provided. 

Beconunendation 14 

We recommend : 

(1) The services of private consultants and experts may be 
utilised on a part-thne, bas^ in suitable cases to supple¬ 
ment the work done by SISFs direct in this field. The 
provision of Ugh-level tecbinicial/coasultaUcy servicle on 
a regional basis should be arranged by establishing techni¬ 
cal panels of part-time consultants for various key 
industries. 

(2) Efforts should also be made to encourage the private cor¬ 
porate agencies, trade associations, etc., to take over part 
of this work. The public , sector undertakings or a group 
or groups of private industries should be encouraged to 
develop technical services in the approprmte fields, parti¬ 
cularly in the case of their ancillary and feeder industries. 

11. Common Facility Centres have been organised in industrial 
estates and also at a few other suitable locations. But they appear 
to be far too inadequate to meet the needs of the Videly diffused 
small scale sector covering a large variety of items of production. 
There is an urgent need for a number of well-equipped laboratories 
for testing materials etc., and for carrying out inspections which 
may be made available, to begin with, at the centres of sma ll scale 
sector industries. It should be the responsibility of the State Gov¬ 
ernments to provide these facilities over as large an area as possible. 
Though the Central Government should not directly undertake this 
activity, it may provide, in suitable cases, technical and financial 
assistance to the State Governments to establish such institutions. 
In some big industrial toVms, certain essential facilities, like techni¬ 
cal institutes, consultancy services and infra-structure, are already 
available. The State Governments could, therefore, well direct 
their resources to the regions which are comparatively backward. 
There are a number of laboratories set up in the country by the 
Organisations/Departments of the Central Government. These 
laboratories could also be utilised for undertaking testing and qua¬ 
lity control for the benefit of the small sector. 

' Becommendation 15 
We recommend: 

Well-equipped laboratories should be established where they 
do not exist for testing raw materials, components and end 
L13Deptt.ofAR/69-6 
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products and also for providing inspection services, etc. The 
existing laboratories, like the Textile Be^arcfa Laboratory, 
etc., even though they serve large scale industries should be 
utilised to the extent possible. The Central Government 
laboratories could also be utilised for testing and quality con¬ 
trol work, if smi^lus capacity be available* Ways and means 
may also be devised for setting up subsidiary laboratories or 
units affiliated to or associated with the national and regional 
laboratories at the appropriate ^level. The S.I.S.I. Workshops 
and laboratories at metropolitan centres may also be develop¬ 
ed into full-fledged regional testing centres to cater to the 
needs of certain industries. Necessary steps should also be 
taken to set up process and product-development centres-cum- 
testing laboratories in trades like rubber, plastics, electrical 
appliances, etc., at suitable places. 

12. Quality control is another aspect of technical assistance 
which, we are sorry to note, has not claimed the attention of the 
Government and the small scale enterprise that it deserves. Some 
entrepreneurs have, no doubt, made some efforts in this direction 
but much remains to be done. There should be adequate arrange¬ 
ments for quality control and for periodic inspections. The institu¬ 
tions for quality control may, in the beginning, be organised on a 
voluntary basis, the local trade and small industries associations 
providing the nuclei for these organisations. The existing labora¬ 
tories of the various Government departments and agencies may be 
utilised and their assistance sought. The State Directorates of Indus¬ 
tries should encourage well-reputed and well-organised associations 
to undertake quality control work which should be given recognition 
for this purpose. They should be provided necessary technical 
assistance, wherever feasible, and their markings should be recog¬ 
nised if they conform to prescribed standards and specifications. In 
such cases, however, thorough checks and scrutiny should be 
exercised by a competent authority before giving recognition and, 
at subsequent stages also, random checks and inspections may be 
carried out in order to ensure that there are no deviations from the 
prescribed specifications. In the case of export-orienfed industries, 
arrangements already exist for quality control and pre-shipment 
inspection under the aegis of Government departments/Government 
sponsored organisations and these systems and procedures should 
also apply to the small sector operating in similar fields. Quality 
control is an essential requisite, both for export industries and those 
for indigenous consumption, and there should not obviously be 
different types of quality control for the two types of products. The 
actual standards and specifications of quality control have already 
been prescribed by a number of existing institutions, like the Indian 
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Standards Institution, the Export Inspection Council, the Textile 
Committee and other institutions vmder the Ministry of Foreign 
Trade, the Agricultural Marketing Adviser’s Organisation under the 
Ministry of Food & Agridulture, etc. A regular system of proper 
quality control and the requisite inspection should be instituted and 
necessary arrangements made by the proposed Commission on small 
scale industries in consultation with the existing quality control 
institutions working in the same field. It should not be difficult to 
aiTEUige for inspection, etc., in collaboration and cooperation witii 
them. 

Recommendation 16 
We recommend: 

The Small Scale Industries Commission should make arrange¬ 
ments for organising quality control, inspection, etc., in con¬ 
sultation with the existing institutions in the field. No sepa¬ 
rate agencies need, however, be set up for the small sector 
alone. The trade and commerce associations etc., should also 
he encouraged to set up similar organisations and under 
adequate supervision. 

13. There is a woeful lack of readily available information to 
small industry on subjects like the techniques of preparing project 
reports, the viability of new ir^dustry, marketing prospects, the 
avrilability of adequate raw materials and of the right type of tech¬ 
nical personnel, etc., among the prospective entrepreneurs. There 
is need for Goyernmental organisations operating in the field or 
private consultancy services to step into these spheres and under¬ 
take the task of preparing project reports for the small scale indus¬ 
tries in different regions in the country. These reports should be 
publicised and made available at a nominal cost to the small sector 
entrepreneurs or young men wishing to set up a small industry. 
The consultancy organisations should be encouraged and given 
financial assistance, if necessary, on a graduated basis by the State 
Governments for this purpose. The present prospect sheets, the 
tedinidal plant guides, feasibility studies, etc., prepared by the 
l5evelopmeht Conunissioner’s Organisation are not specific or detail¬ 
ed enough and much more detailed information and data may be 
needed in certain cases by the promoters of industries. 

Recommendation 17 
We recommend: 

Both Government technical organisations and private consul¬ 
tancy services should be utilised for preparing prdject reports 
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and technical feasibility reiiorts and taking up surveys, etc., 
for the benefit and use of the small scale industries. These 
reports/documents should be made available to them at a low 
cost. The setting up of private technical consultancy organi* 
sations should be encouraged and provided necessary financial 
incentives/assistance by State Governments. 

14. With the gradual emergence of a buyers’ market in a number 
of consumer goods, many small enterprises have now to face formi¬ 
dable competition in the items of daily use and mass consumption 
which are now also being manufactured progressively by large 
enterprises. In the circumstances, it appears desirable that Govern¬ 
ment should come forward to help local entrepreneurs in producing 
quality products. For such articles it is essential that administrative 
measures be undertaken for the preparation, under expert advice, of 
specifications and standards for the manufacturer and these specifi¬ 
cations should be given due publicity. These specifications may be 
in respect of more than one type and quality of goods or in respect 
of goods intended to cater to the demands and tastes of particular 
groups or sections of the community. Once such specifications are 
available, the local entrepreneur will be better equipped and placed 
in a stronger position to produce goods of acceptable specifications 
and of marketable quality. The existing agencies like the Indian 
Standards Institution, the Export Inspection Council and the Agri¬ 
cultural Marketing Adviser’s Organisation may, in suitable cases, 
be utilised for this purpose. Correct specifications and standards 
should be the real tests of quality and not brand names. The 
standards and specifications laid down by the authorised agencies 
and recognised by Government should, if duly publicised, be of con¬ 
siderable help in this direction. 

Beconunendation 18 
We recommend: 

Necessary steps should he taken for the preparation, under 
expert advice, of specifications and standards for the manu¬ 
facture of commodities of daily use and mass consumption. 
These specifications should be widely publicised and made 
available to entrepreneurs, 



CHAPTER VI 
FINANCIAL ASSISTANCE 

Finance is the sinews of industry no less than that of war. The 
liberal provision of finance, both for capital investment and for short¬ 
term working capital, etc., is an important requisite for the rapid 
growth and sustenance of industry. This assumes greater importance 
in the case of small scale industry which suffers from serious diMbi- 
lities, like the initial handicap of weak capital structure and the 
absence of facility of access to the capital market. While, in the 
initial stages of its growth, the small scale industry worked with 
comparatively simple machines and processes and did not require 
much capital, this sector of industry has now been transformed into 
a modern mechanised sector, capable of producing consumer and 
producer goods of good quality and it is venturing also into sophisti¬ 
cated fields of production. In view of this change in the pattern and 
characteristic features of the small scale sector, both the initial invest¬ 
ment and the subsequent credit facilities would be now of a higher 
order than heretofore. In order, therefore, to achieve the objectives 
of the policy of securing a rapid and accelerated growth of the small 
scale sector, it is essential to meet substantially* if not in full, the 
financial reqixirements of this sector—-both long-term and sbort-term. 

2. The Working Group has gone carefully into the existing por¬ 
tion regarding the supply of both long-term and short-term finance 
and their careful scrutiny discloses feature^ which are disquieting 
and even disheartening in certain respects. While the Central 
Government, the State Governments, the Reserve Bank of India and 
other term-lending institutions have been taking various steps from 
time to time to provide credit to this sector of the industry, the pro¬ 
gress achieved has, according to the Working Group, not been very 
encouraging and the credit requirements of this sector have not been 
met to any significant extent. The long-term and medium-term 
assistance to the small scale sector is being provided, by and large, 
by the following governmental and institutional agencies: 

(i) Loans under the State Aid to Industries Act/Rules of the 
State Government. 

(ii) State Financial Corporations. 

(iii) Medium-term loans and instalment credit system of the 
State Bank of India and more recently of the other com¬ 
mercial (now nationalised) Banks. 
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Besides, part of the long-term capital needs is also being met by 
various other measures, for example, participation in equity capital 
by the State Governments and the State Small Industries Corpora¬ 
tions, supply of machinery on hire-purchase basis by NSIC and 
SSIC’s and the provision of factory accommodation and other infra¬ 
structure facilities and amenities in industrial estates. Their require¬ 
ments of working capital and/or short-term loans have been met, 
though to a limited extent, by institutions like the State Bank of 
India, the commercial banks and the industrial cooperative banks and 
other agencies. Besides, there have been in operation credit guarantee 
schemes which are being operated, one by the Reserve Bank of India 
and the other by the State Bank of India in collaboration with the 
National Small Industries Corporation. 

3. An assessment of the position made by the Working Group dis¬ 
closes that the progress attained in the field of provision of capital 
to the small scale industries has not been of significant order under 
any of these schemes—whether through the State Finance Corpora¬ 
tions or equity participation or commercial banks, etc. Thus, it is 
revealed that during a period of 12 years ending March, 1967, the 
State Finance Corporations sanctioned loans of the order of Rs. 25.30 
crores, while the actual disbursements made were only of the order 
of Rs, 19.30 crores. While the small scale sector constitutes the majo¬ 
rity of the loanees (64%), yet their share in the total loans sanctioned 
and those disbursed was extremely low, being 21% and 19% respec¬ 
tively. The amount advanced by the State Bank of India and its 
Subsidiaries towards working capital requirements of small scale 
industries which stood at Rs. 14 crores on 31st March, 1962, rose 
approximately to Rs. 86 crores only on 31st March, 1967. This total 
credit made available by the State Bank is, however, very inadequate 
in relation to the requirements of that sector, with the result that 
nearly 85% of the financial needs of the small Industries (including 
the non-registered firms) have to be met from non-institutional inves¬ 
tors. The role played by the commercial banks in the provision of 
credit has, hitherto, been even less significant and it is reported that 
the total loans advanced by them during the Third Plan period to¬ 
wards the working capital of this sector amounted to a meagre sum 
of Rs. 51 crores only. In this respect of scheme regarding the credit 
guarantee operated by the Reserve Bank of India has been a more 
successful and popular measure and it has given adequate incentive 
to the commercial and cooperative banks and State Finance Corpora¬ 
tions, to advance loans in a big way to small scale industries. 

4. All in all, the small scale sector have been getting a very insig¬ 
nificant proportion of their credit requirements from institutional 
sources. It has been estimated that, on an average, only about 20% 
of their credit needs are being met by institutional sources, the 
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balance of 80% being met by the resources of the entrepreneurs 
themselves, and by financial accommodation from friends, relatives 
and money-lenders, etc. The small proportion of the financial assis¬ 
tance made available by the institutional agencies to the small scale 
sector during the Third Five Year Plan is evident from the fact that, 
while the total assistance sanctioned by various term-lending finan¬ 
cial institutions for all types of industries, large, medium and small 
amounted to Rs. 573 crores, an insignificant amount of the order of 
Rs. 13 crores only was advanced to the small scale industries by them 
(i.e.. by the State Finance Go^rations). This, it will be recognised, 
is an i^nitesimal proportion of the total financial assistance provided 
by the institutional agencies. 

5. Since the Working Group reported, the credit facilities to the 
small scale sector have been liberalised by the Reserve Bank of India 
and other institutions in some respects. For example, in the light of 
a concessional rate of re-finance being charged by the I.D.B.I. (which 
is a subsidiary of the Reserve Bank of India) for loans to the small 
scale industries covered under the Credit Guarantee Sdifeme, the 
lending rates of most of the fourteen State Finance Corporations were 
reduc^ in respect of loans to small scale sector industries in 1968. 
As a further inducement to the credit institutions to provide more 
assistance to this sector and with a view to reducing the incidence 
of guarantee fees which, in many cases, are recovered by the credit 
institutions from the borrowing parties for payment to the Guarantee 
Organisation (i.e., the Reserve Bank), the rate of guarantee fee has 
been reduced from Jth of 1% to 1/lOth of 1% per annum with effect 
from 1st October, 1968. As a result of the concession most of the 
major commercial banks and the State Finance Corporations have also 
decided to cover their eligible advances to small scale industries 
under the scheme. After the imposition of the social control over 
the banks, a higher target of lending to the small scale Industry was 
indicated by the National Credit Council in 1968. And from the 
latest indications it appears that the actual performaiwe for the year 
ending June, 1969 exceeded the targets laid down. In other words, 
the total credit made available was Rs. 76.4 crores to the small scale 
industries against a target of Rs. 74 crores. On the eve of. the 
nationalisation of the banks the Prime Minister had indicated that it 
would be one of the positive objectives of nationalised banks to acti¬ 
vely foster the growth of new and progressive entrepreneurs. The 
above indication of Gk)vernment’s intentions should be a helping 
factor in the fiow of more credit to the small scale sector. 

6. The small improvement in the availability of finance does not, 
however, make any significant difference to the essential features of 
the situation. The facts mentioned above are suflacient to highlight 
the enormity of the problem and the leeway that has to be made up 
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if the long-term and working capital requirements of this sector are 
to be met to any significant extent. It has to be recognised that the 
intrinsic resources of the small scale entrepreneur are limited and 
that while he may be credit-worthy in himself he will find it very 
difficult to satisfy the normal standards of bank security and guaran¬ 
tees. A means must, therefore, be found for reducing the region of 
these requirements without entailing undue risks of bad or doubtful 
debts. In this connection it has been estimated that the requirements 
of capital^ by this sector for additional fixed investment would be of 
the order of Rs. 300 crores at least by the end of the Fourth Plan 
period. This will be exclusive of the working capital requirements 
which are estimated to be of the order of Rs. 700 to 800 crores by the 
end of 1973-74. Another estimate places these requirements at even 
higher figures—^that of fixed capital investment at Rs. 425 to 480 
crores and that of working capital requirements at about Rs. 700 
crores by 1973-74. In this context and in view of the role and impor¬ 
tance of the small scale sector these requirements would appear to 
be on the conservative side. 

7, In view of the enormity of the problem posed above and the 
requirements of the high order of finances (both for capital invest¬ 
ment and working capital) it becomes incumbent on Government 
to take a bold and imaginative step with foresight, faith and vision 
of the long-term perspective of this sector’s development and attain¬ 
ment of hitherto unimagined heights of performance and service to 
the country. After giving careful consideration to the views held in 
various circles—some of which have been reproduced in the Report 
of the Working Group—we have come to the conclusion that the 
requirement of the situation would demand the establishment, 
through legislation by Parliament, of an apex financing institution 
which may be known as the Small Scale Industries Finance Corpora¬ 
tion. This Corporation may be provided with an initial paid-up capital 
of the order of Rs. 25 crores and it should function as the apex credit 
and investment institution for this sector. It should assume responsi¬ 
bility both for the provision of long-term credit and for fostering 
and facilitating the easy availability, through measures like credit 
guarantee, re-financing, rediscounting, etc., of the working capital 
or short-term requirements of this sector. While it may consider, 
in due course, the opening of its branches in the States, it would be 
preferable if its long-term financing operations are carried out, at 
least in the initial stages, through the existing institutions, such as, 
the State Finance Corporations, the branches of the State Bank of 
India, Cooperative Banks, etc. 

8. This Corporation should give selective support to other term¬ 
lending institutions by way of additional financial assistance re¬ 
financing, market surveys, publicising of market intelligence and 
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, other important information regarding markets and, in particular, 
export markets. This Coloration may also consider the provision 
of assistance, in other suitable ways, to tbe small scal^ sector, for 
example, by way of promoting equity participation by the term¬ 
lending institutions or by State finance Corporations and by addi¬ 
tional guarantees to encourage the commercial banks to liberalise the 
procedure and the quantum of assistance for the small scale sector. 
The creation and establishment on a sound fopting of this apex Cor¬ 
poration is being suggested primarily with the view that it mny, 
devote its full and undivided attention to, and concentrate its atten¬ 
tion on, the provision of investment capital and working capital 
requirements of the small scale sector and thereby foster its growth 
and sustenance. It is felt widely that at present the small scale indus¬ 
tries have to run to many institutions, like the State Finance Corpora- 
tionSj Scheduled Banks and other agencies which do not pay con¬ 
centrated or adequate attention to their requirements and Ivhich are 
at times believed to be less sympathetic towards this sector. The 
Small Scale Industries Finance Corporation should fimction as the 
central and focal institution for the provision of all financial assis¬ 
tance to this sector—^both long-term and short-term. In view of the 
establishmont of this apex financing body, it will not be necessary for 
the Government themselves to take any steps directly to augment 
the resources of NSIC or of the State Finance Corporations as 
suggest^ b^ the Working Group. 

9. The Working Group has suggested that the flow of institutional 
finance to the small scale sector should be enhanced and that it ^ould 
get its proper share of the industrial credit more or less in proportion 
to its contribution to the industrial production and in keeping with 
its employment potential and its role in the country’s economy. This 
suggestion is unexceptionable and we are generally in agreement 
with it. A number of other suggestions have been made by the 
Working Group, namely, that the State Bank of India sho^idd adopt 
a bolder credit policy towards small scale industry, that they should 
encourage the grant of factory type loans for working capital on a 
more liberal basis and also allow clean advances in specified cases, 
etc. These aspects of the matter would no doubt be looked into by 
the; apex corporation, suggested by us, in consultation with the insti¬ 
tutions concerned and, therefore it is hardly , necessary to make any 
detailed comments oh them. 

Recommendation 19 
We recommend: 

||tn apex investment and finance institution should be set up 
to devote its undivided attention to, and concmtndd its aetivi* 
ties ouf the small scale sector. This corporatiou, to he known 
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as tile Small Scale Industries Finance Corporatieni sluiuld lie 
set up under an Act af Parliament with a paid-up eapitali eay, 
of Bs. 25 crores. It should be the top investment and credit 
body in respect of the small sector and should be charged with 
the responsibility of the provision of financial assistance and 
accommodation, both for long-term capital investment and for 
working capital needs, to this sector. 

10. The Banking institutions and their officers and staff, partly on 
account of security consciousness and partly because of the traditicmal 
ways of thinking and acting, have hitherto been given much hi^er 
preference to the large sector, with the result that the growth of 
credit availability to the small sector has been hampered. The organi¬ 
sational and administrative procedures and practices, the rigidity of 
attitudes and the lack of sympathetic outlook have all tended to in¬ 
hibit rapid progress in this matter. Complaints are also made of a 
lack of will on their part to assist the small sector. It is hoped that 
with the nationalisation of the major banks, the banking institutions, 
as a whole, will bring a more helpful and sympathetic attitude to 
bear upon the needs of this sector. 

11. To counter effectively, however, the tendency on the part of 
financing institutions to have a bias in favour of the bigger units in 
the small sector, it is necessary that the guide-lines be laid down 
for financing institutions, with the objective of giving real opportu¬ 
nities to technicians, skilled persons and small men with entrepre¬ 
neurial and management abilities to enter into the field of small 
industries. In order more effectively to ensure that the term lending 
institutions, banks, etc., implement, in proper spirit, these guidelines 
and instructions, the Corporation should, in their annual report to 
Government make an assessment of the performance of these institu¬ 
tions, as a whole, in the field of the small scale sector. This report 
should be laid on the table of the House as soon as possible in accord¬ 
ance with prescribed procedure. 

Recommendation 20 
We recommend: 

In their annual report the Small Scale Industries Finance Cor¬ 
poration should make an evaluation of the performance of the 
financial institutions in implementing the guidelines and inst¬ 
ructions in respect of the small scale sector. 

12. The Working Group has suggested that a suitable machinery 
should be set up at the State level to ensure effective coordination 
amongst different financing institutions so as to avoid duplication and 
overlapping and to provide for full requirements of the small scale 
units on an integrated and equitable basis. We are in general agree- 
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iiient with the suggestion of the Working Group for a coordinating 
comrnittee. 'Hie Coordiriating Committee at the State level should 
have representatives not only- from the apex Finance COTpooratimi 
and other financial institutions (e.g., State Finance Corporations), 
but also include the representatives of the small scale sector, tfee 
Beaerve Bank of India and the State Director of Industrial. The 
Committee should be chaired by the Director of Industries. 

Becomnendation 21 
We' fec<Hiimend: 

A State Level Committee should be set up for effective eeardi* 
JBsdSott among varioas financing institutions in each State. Hu 
soceess as well as the usefulness of this Oommittee will d^tead, 
to a very large extent, on tite riidit choice of personnel and on 
all the interests concerned being represented thereon, 

13. The banking industry provides primarily for the short-term 
needs of the entrepreneur, while the long-term and the medium-term 
accommodation is given by other financing institutions, particularly 
the State Finance Corporations, specially in smaller towns. 1116 
extension of banking facilities to smaller towns and semi-urban 
centres, without a proper institutional framework for long-tmm and 
m^um-term loans, is not likely to be of much help for the rajdd 
devtdopment of the small scale sector in these areas. 

14 The State Finance Corporations cannot be expected to opena 
branches in all towns immediately. The normal banking instituticms, 
may, therefore, be utilised for this purpose. The local banks may 
act as the agents on behalf of the State Finance Corporations for 
providing medium and long-term loans. At the district level, there 
may be a, small Standing Committee comprising the Collector, the 
District Industries Officer, the representatives of local banks and of 
maaB scale industries and an officer of the State Finance! Corporation. 
The Collector should be the Chairman of this Committee. The main 
function of this Committee should be to evolve a coordinated approach 
and work out a blue-print for meeting the credit needs of the small 
scale sector in the district. 

Bectonm^dation 22 
We recommend: 

There should be a coordmated approach to the finnncitig the 
small scale sector at the district level also. A Standing Com¬ 
mittee should be set up at the district level with the Collector 
as tile Chairman and the District Industries Officer, reptesen- 
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tatives of local banks and small scale industries a]l|d ail offici 
of the State Finance Corporation as members, l^e local banks 
may also act as agents of the State Finance Coorpc»ations for 
purposes of advancing loans to small entrepreneurs. 

15. The rate ofl interest on loans advanced to the small scale sector 
today depends on the sources from Which the loan is taken. Under 
the State Aid to Industries Act, the rate of interest ranges from 2i% 
to 3%, whereas the advances from State Finance Coi^orations carry 
a rate of interest which is higher than that on agricultural advances. 
There is also a feeling in certain sections that not only the present 
preferential rates of interest to the small scale sector as a whole 
should be continued but also that there should be differentials of 
interest rates in the same sector as between the units operating in 
the more remote, backward or less developed areas and those located 
in comparatively better environments and surroundings, for example, 
in close proximity of the metropolitan areas and big industrial com¬ 
plexes. We realise the validity of this line of thinking. We ,feel, 
however, that these rates of interest to be allowed to the small scale 
sector and whether and to what extent there should be differentials 
in these rates between the units in the same sector, are matters of 
detail which had better be left to the proposed apex Finance 
Corporation. 



MARKETPING^^ AND MABKJmNG RESEARCH 

eioS^ sellers’ market of the last few years has been steadily giving 
fray, to a buyers’ market. The initial advantage enjoyed by the 
sebo^ scale industry in regard to the easy marketability of its jao- 
d^s, despite competition from the large sector, is also tending to 
disappear and today it runs a real risk of being edged out of ihe 
market by the better organised and more powerful large sector. 
The tasks involved are,, in our view> of much greater magnitude and 
cppplexity than in the past and cannot be adequately handled % the 
jaa^etinf wing of the administratiye set-up of small scale industries 
in the States or at the Centre., In addition to strengthening the 
marketing wing of fhe Industries Department at the district and 
State levels, it will be necessary to make a beginning with, organisa¬ 
tion of a number of emporia or marketing organisations or, alterna¬ 
tively, strengthening the existing handicrafts and bandloom ®hPoria, 
so that they may develop into something akin to departmental stores 
selling all kinds of goods produced by the entire small sector. 

2, In Mexico and certain Latin American countees sonm^ d 
departmental stores owned by the US firms do organise, we under- 
steid, the production of items of small indusiries and cottage indus¬ 
tries by giving them various faqiltfies, e.g., guidance in regard to 
pi^uction techniques, flhandal support, raw. materials, and an 
assured off-take of their products at pre-determinai prices. It seems 
drairable that in our country also, the big stores and firms as also 
the sales emporia of the Boards ^ould organise such production and 
ma^etmg facSlities. They should not only provide technological 
gi^imce in matters of designs, drawings and proto-ty^ etc., but 
diouid also provide finance, raw materials, etc., and assure the sale 
Of their products. The CJovemment organisations concerned, or the 
Boards shcmld also deyote more attenticm to such sales promotion 
,: -mipsures. :■ 

- . ,'3. These departmental stores as also sales emporia s^ up by the 
various Boards, the Handloom Board, should also be r^iented 
in order to meet the requirmneiits of the situation and they should 
idey®lep more business-like methods and adopt normal cbmm®rial 
. A stiitable step forward in the sales promotion e^ be 

by timse emporia if tii^ advance loans, sup^y raw matedals, 
deri^ patiems, etc., directly to the craftsnien and not 
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deal with them through intermediaries. It is further desirable that 
these stores should not operate on the basis of supplying the orders 
only when received but should keep adequate stocks of goods in their 
shops or stores so that transactions may be concluded forthwith. A 
vigorous policy of export promotion for developing the sales of these 
commodities in foreign countries should also be undertaken by the 
Commission/Boards. For this purpose it is essential that suitable 
sales centres like those opened by some of our corporations concerned 
with handicrafts, cashewnuts, etc., should be opened and established 
in the foreign countries. In those coimtries these centres should 
keep adequate stocks and, if necessary, goods can be sent on a con¬ 
signment basis to be temporarily stored in storage depots at suitable 
places. These promotional measures may be undertaken in collabo¬ 
ration with the organisations concerned of the Ministry of Foreign 
Trade. All in all, a vigorous sales promotion programme should be 
undertaken, both at home and abroad, to enable the small sector to 
meet the challenge of the competition of the more highly organised 
and influential large sector. 

Recommendation 23 

We recommend : 

(a) The functioning of marketing wings of Industries Depart¬ 
ments as well as the sales emporia of the various Boards 
should be re-oriented, so that they work on no rmal emn- 
mercial lines and adopt more business-like methods for 
sales promotion. The emporia should also undertake the 
organisation of certain facilities like the advance of loans, 
supply of raw materials, etc., to the craftanen direct and 
not deal with them through the intermediaries. 

(b) The Commission/Boards, where they continue to be in 
existence should undertake vigorous steps towards export 
promotion in markets abroad by establishing centres in 
foreign countries. 

4. Among the incentives offered to the small sector, mention 
should be made of the price differential of up to 15 per cent allowed 
to the products of small units for Government purchases and also 
reservation of certain goods exclusively for the small scale sector. 
According to the Working Group, the price preference clause has, 
in effect, remained inoperative principally because of the unwilling¬ 
ness of purchasing offices to make purchases from the small scale 
sector at a premium. The Group has suggested that the Govern¬ 
ment should very clearly lay down that the grant of price preference 
should be automatic, subject to the competence of the small scale 
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sector to manufacture the items of stores according to the require¬ 
ments and quality standards of the indenting departments. S^ce 
the small scale unit$ are regjstejred with the purchase organisations 
of Grovernment like DGS&P, only after their technical competence 
has been assessed and certified by the SISFs, it should not be 
necessay for the purchasing department to go into the question of 
competence all over again at the time of exercising price preference 
in their favour. We consider fresh administrative instructions should ‘ 
be issued, emphasizing the need of granting price pre&^i^mce 
expeditiously and in the spirit of the Government policy in the 
matter. 

5. The Group has found that the list of items reserved entirely 
for snail scale industries is actually not of material help to modem 
small industries, as these items are largely the products of traditional 
industries. The list does not incorporate a nuiiiiber of items though 
they are today being manufactured at competitive prices and with 
good quality standards in the small scale sector. It is, therefore, 
retxxnmended that a high level expert committee, consisting of tech¬ 
nologists, specialists and the Grovernment organisations, be set up to 
review the existing position and to revise or amend the list of items 
to be reserved for exclusive purchase from the small scale sector. 
This list diould be subject to review and modification from time to 
time. 

Beconunendation 24 
We recommend; 

The grant of price preference to the small scale units, which 
is admissible under the Government purdiase programme, 
should be expeditious and prompt, subject to the competence 
and capacity of the small scale sector to manufacture the itmna 
to the quality and in the quantities! required. Fresh administra- 
. tive instructions should be issued emphasising the need for 
promptness in dealing with such cases and necessary steps 
taken to ensure compliance. The existing list of items reserv¬ 
ed for purchase from the small scale sector shoidd be revised 
and modified from time to time and this should be underttdcen 
by an expert committee appointed for the purpose. 

Market Research: 

6. Market research is today an essential requirement, particularly 
for the small sector. Small entrepreneurs do not generally have 
adequate information regarding changing market conditions and 
tastes. Nor, do they possess the necessary resources to organise 
suitable agencies for the purpose. Such research should be under¬ 
taker on an adequate scale and on an integrated and coordinated 
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basis by a central or apex agency. A number of organisations, both 
governmental or those sponsored by Government, are already work¬ 
ing in the field. Their knowledge, experience and expertise may be 
utilised and their assistance obtained in undertaking marketing 
research. The proposed S.S.I. Commission should pay adequate 
attention and address itself to the task of organizing adequate market 
research and feeding it back by disseminating the information to the 
small sector in a well-planned and organised manner. There should 
also be a programme of providing training to entrepreneurs in market¬ 
ing techniques. 

Becomhiendation 2S 
We recommend: 

In view of the vital importance of marketing research for the 
small scale sector, the proposed Commission should address 
itself to the task of organising marketing research, and the 
results of this research should be made available to the small 
scale sector. For this purpose the knowledge, experience and 
expertise of the existing bodies working in this sphere should 
be fully utilised by the Commission. 
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nmUSmiAL ESTATES 

Towards the end of the iFirst Plan it was realised that 
in^iSures would have to be taken and new instruments trf service 
creat^^ ^ as to quicken the pace of growth of mechanised an^ 
indtukries. The Indusitrial Policy Eesolution cff 1956 refraariwi to 
the lack of suitable working accbimfiaodation as one among the 
serious handicaps of the small scale producers and also rrferred to 
a start having been made with the e^blishmont of industrial and 
rur^ community workshops to tn^e good these deficiencies. A plan¬ 
ned pi’ograinme for establisidhgjndustrial estates was taken in hand 
towards the middle of the fifties in consultation with the States. A 
number of proposals for setting up industrial estates were approved 
as part of the Plan programmes, and, 'though the scheme was finan¬ 
ced entirely by the .Central Government, the selection sites and 
the construction of these estates wfre primarily the respansibility 
of the State Governments, Those setting up indusWal un^ 
these estates were not only provided financial, technological and other 
Msistahpe, but were also assxrmd of supplies of raw materisds on 
a par wi& the large sector. 

2. In recent years, the concept Has'Undergone some changes. From 
a concept of industrial estate being fully Government-owned and 
centrally managed, the hbw thinking is in favour of limiting the 
scope of governmental participation to developing the infra-structure 
in select^ localities. The further development of the estates, name¬ 
ly, the ci^dl construction and the subsequent management, is left to 
Ifca. initiative and efforts of the entrepreneurs themsdvM. Certain 
indj^rtrialrestates are also/ being established as cooperative or joint 
stodt ventees or as subsi(fiarte5 «^ large industrialunits. 

3, n the past, complaints were made that the industrial estates 
set up by the Government wem in many cases not successful; a 
munba: of sheds in many estates remained unoccupied for long 
periods .fOr various reasons, includte the unwise selection of sites 
on iwiiticaLi or , other e^raneoUs considerations, the non-availability of 
entrepreneurial talent, adrqdnistratiye indifference, ete. hj the light 
of the experience of the last few years, it aippears desirable that a 
Uniform pattern need not be adopted in this regard. Th^brgaidza- 
tionsd structure in a particular area or region may be sUitebty adjust- 
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ed keeping in view several factors, e.g., the special requirements of 
an area the economic environment, the availability of skills, talent 
and enterprise, the level of development of that region, etc. Though 
the programme has achieved a fair amount of success^, the stage has 
not, in our opinion, arrived when the State Governments should 
divest themselves of all responsibility for their development in future. 
It will, therefore, be still necessary to undertake the setting up and 
construction of industrial estates departmentally by Government in 
selected cases. The shortcomings of the past, like heavy investment 
on costly buildings, the unproductive expenditure on administrative 
blocks or their location in unsuitable or unpromising areas, have, 
however, to be avoided. 

4 We would, in particular, emphasise in the public interest the 
locational aspects of these estates and enter a caveat against locating 
them save in exceptionally favourable circumstances within the 
limits of already over-crowded big cities or metropolitan areas (un¬ 
less, of course, one be set up as an ancillary or adjimct to a major 
industrial unit by the latter itself). Their location should be in the 
vicinity of the new industrial townships, or they may be sited in 
semi-urban areas with rudimentary infra-structure facilities so that 
they may themselves develop into the nucleus of an industrial town¬ 
ship. A techno-economic survey or a feasibility study should be under¬ 
taken at the planning stage and before deciding upon thear implemen¬ 
tation. In locating them, the authorities concerned should also keep 
in mind the needs of environmental aspects like the purity of air and 
water, the pollution of atmosphere etc. It is also important that they 
should be set up and run entirely by the State Governments and not 
by any agency of the Central Government. At the district level, their 
overall control and supervision should ,be entrusted to the District 
Industries Officer or another officer of a higher status, if there be one 
located in a district or region. 

5. Simultaneously, Government should also, in suitable cases, assist 
the industrial estates which are Initiated! and organised by the indus¬ 
trial cooperatives and the joint stock concerned of genuine gmnii 
entrepreneurs. Large scale industries should also be encouraged to 
develop industrial estates near and around them for the production of 
ancillary or feeder items required for their own production. The 
provision of other facilities, like technological guidance, supply of raw 
materials, quality control, inspection, etc., in such ancillary estates 
should generally be the responsibility of the parent sector. 

Recomraendation 26 

We recommend: 

The organizational pattern of a& indmtilal estate in a parti. 

cular area should he determined having due regard to the 
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special needs and xequiremmts el that wea. In selected cases 
the setting up and construction of these estates may also Be 
undertaken by State Govemmmits departmentally. These 
estates should, however, not be generally located within con¬ 
gested areas of big cities but be sited around the new todmrtrial 
townships, having in mind the environmental aspects. Also, 
they should be run entirely by the State Governments, through 
their own agencies. 

6. The concept of industrial estates should not be limited to the 
running and maintenance of industrial activity within the physical 
limits of an estate. These estates should gradually develop into the 
nuclei for further development and spread of the small sector. They 
should be designed and managed in such a way that they may even¬ 
tually develop into the centres or focal points for providing common 
service facilities, testing facilities, consultancy services, technological, 
guidance, etc., to local entrepreneurs. In this way, they may function 
as the pioneers of new Industries in undeveloped areas and as torch 
bearers of new enlightenment and skills in respect of modem and 
advanced industrial processes. 

Recommendation 27 

We recommend: 

An industrial estate should be planned with a view to develop¬ 
ing it into a focal point of healthy industrial growth in an area 
rather than as a cluster merely of inward-looking group of pro¬ 
duction units. It should be so designed and managed that it may 
later on be in a position to provide necessary common service 
facilities, technical advice, etc., to the other small Male units 
in that area. 



CHAPTER IX 

TRAINING AND MANAGEMENT CONSULTATNGY 

Training 

During the last two decades or so, a large number of technical 
training institutions have been set up in the country for the provision 
of training to the small scale sector. They vary in the standards 
and levels of training given and are even run and managed by more 
than one ministry. These training facilities would need to be con¬ 
siderably expanded and their coverage extended. The Industrial 
Training Institutes established over all parts of the coimtry impart 
technical training to imskilled persons in various skills. The training 
given in tiie I.T.I’s, however, sometimes does not meet adequately 
the precise requirements of the neighbouring industrial areas. Small 
enterprises have been found, in many cases, to be unwilling to accept 
such trainees on an apprenticeship basis, largely because of a feeling 
among the entrepreneurs that the training given to these trainees 
is not suitable from their point of view. They prefer, on the other 
hand, to train selected unskilled workersi in their own shops'as help¬ 
ers and then take them in regular employment. To overcome this 
hurdle, ways and means would have to be devised so that there may 
be established more intimate and continuous dialogue between the 
employing industries and the training institutions. The technical 
training programmes of individual I.T.I.’s should be reviewed from 
time to time in the light of the requirements of the industries of 
the area in which they are located and the officers of I.T.I’s. should 
be in regular touch with both the established and new entrepreneurs 
of their region. The representatives of the local small scale indus¬ 
tries’ associations should be taken into confidence in regard to the 
courses of training and programmes. They may also be suitably 
associated with the management of these institutions. 'This should 
bring about some improvement in these institutes and the training 
given should become more purposeful and subserve better the needs 
of the industries. 

Recommendation 28 

We recommend: 

The training programmes of the Industrial Training Institutes 
should he reviewed with a view to enablii^ them better te 
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serve the n«»cU of the lodtistries of the area ia which they are 
located. The i!i^reisMntaiy.ves of small industries’ associatijons 
may be asswriated with the management of these institiitibns. 

2. The training of the officers of the Industries Department and 
small entrepreneur-mE^gers is another important task. The facili¬ 
ties in this regard are, however, rather limited. The Small fcdus- 
tries Extension Training Institute at Hyderabad was established in 
i960 with the objective of organisihg long and sfi^-term courses and 
{SCnodnars in industrial management, extension, education, etc. This 
Institute has been undertaking the training of the officers of the 
Central Small Industries Organisation and other Central and State 
Government Dq>Bliftments in mdustrial Management It has also 
gone into the area of the training of small industry owners and 
managers. It permits the participation of managers from tiie medium 
ahid large industries if a sufficient number of trmne^ frm the small 
sector is not available. This Institute offers three types of training 
courses: (a) the Industrial Management Course, (b) the Area Deve¬ 
lopment Comse and (c) Specialised Courses in different branches of 
Industrial Management. Besides running the various training pro¬ 
grammes itself, it also chalks out the model training'courses which 
oth^ training organisations naay" adopt. 

3. The Institute has done useful work m the fieM of training and 
has developed’considerable experience and expertise in this line. We 
understand, however, that the participation m the regular training 
courses, namely, the Industrial Management and Area IJevelopment 
Courses of the Institute to decUned considerably and the courses 
have lost some of their popularity. This is because the type of fram¬ 
ing, the syllabi of the courses and other details were not decided 
upon m mutual consultation with other parties ecamerned. namely. 
C.&I.O. and the State Governments. There should be continuous 
review and appraisal of the courses m the light of tim experience 
gamed so that necessary modifications and adaptations may be made 
to meet the changing needs of the situation. The time to arrived 
when the S.I.RT. Institute should be developed ftffiy into a full- 
fledged organisation for the training of extension pemoUhel in the 
small scale industries. The content and scope of its training pro¬ 
gramme should, therefore, be modified and upgraded so as to meet 
the changing requirements of the officials from the C.S.I.O. and the 
State Governments. The framing programmes and syllabi should be 
rdlated to the nature of work and the duties of sUch perscmnel. The 
lastitiite should also arrange the trMmng of tramers iton Small 
Industries"Associations, which may organise their own trmnmg 
courses. It should provide ^)ecialised courses m diffi^nt branches 
of management and or^ffise traiffihg sernmars for IKe smibr‘officers 
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of the C.S.1.0. and the State Industries Departments. The utility 
and success of these progranunes would depend, to a large extent, 
on the existence of a spirit of cooperation and mutual understanding 
among the authorities concerned. There should, therefore, be a con¬ 
tinuous dialogue and collaboration among the S.I.E.T., the Develop¬ 
ment Commissioner, Small Scale Industries, and the State Govern¬ 
ments. 

4. However, the benefits arising from its training programmes, 
either through direct participation of small entrepreneur-managers 
or through training programmes organised by other organisations 
under its aegis, have been somewhat limited, partly because there 
are not supporting organisations at the field level in sufficient num¬ 
bers and partly because of a lack of appreciation of the need for such 
training programmes. Short-term training courses are being organised 
by the S.I.S.I.’s in important fields of industrial management to built 
up a trained set of entrepreneur-managers and to promote the faster 
growth of small industries. A stage has now reached when, under the 
guidance of the SIET and in accordance with the programmes deve¬ 
loped by that institution, the training of small entrepreneur-managers 
should be taken up on an enlarged and more comprehensive scale. 
Some incentives in the shape of stipends, etc., to those receiving train¬ 
ing may be considered on a selective basis for the benefit of the small 
units, particularly the weaker among them which cannot themselves 
finance such training. 

5. There should be in existence training facilities in each State 
since there is considerable scope for them in a big country like ours. 
The S.I.S.I’s. which exist in almost every State, should be made squa¬ 
rely responsible for imparting the training in technical plant manage¬ 
ment and other related fields to the small industrialists/managers. The 
training should, however, be employment-oriented and so plaimed 
and designed as to bear close relationship to the needs and require¬ 
ments of the industries in the eirea or region concerned. 

6. In regard to the training of the small entrepreneur, an important 
point to be borne in mind is that he caimot afford to be away from 
lus workshop for a long period, nor can he afford to travel long distance 
from his home town. A residential training programme conducted by 
a central institute like the SIET suffers from certain obvious disad¬ 
vantages so far as the entrepreneur-managers from distant places are 
concerned. To meet the needs of the situation in such cases, special 
training programmes like those conducted through small peripatetic 
teams would need to be organised in various parts of the country 
either by the SIET or SISI’s or, preferably, by the State Directors 
of Industries. These programmes should be so organised that the 
training is confined to a few weeks only and is h^ at a place not 
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far distant, so that an entrepreneur-manager is enabled to attend 
such courses-without detrinient to his work. The period syllabi 
and venue of the training pfbgranune should be suitably adjusted 
to meet the conveniwice and needs of dre small entrepreneur. Then 
alone this programme is likely to evoke greater response feom him. 
The training programmes and courses should not be merely a mech¬ 
anical repetition of the existing ones, hut they should provide an 
opportunity of a continuous two-way flow of information regarding 
the problems and needs of small industrial units and the adaptation 
of training programmes to special requirements. The SIET should 
be the focal point for receiving this feed-back. It should be one of 
its important duties continuously to review these model training 
programmes. 

Bectmunendation 29 

We rec<Humend: 

(1) There should be regular contact and continuous oellaho- 
ration between the SIET, the Central Small Industries 
Organisation and the State' Governments in the matter of 
course contmits and the methods and techniques of train¬ 
ing so that the participation of the officers connected with 
industrial development of the Central and State Govern¬ 
ments in the traini^ programmes may be more fruitful 
and purposeful. 

(2) Training of entrepreneuTs-cum-managers in tiie small scale 
sector should be enlarged, and intensified and its coverage 
widened. The SISI’s which exist almost in every State 
should be made responsible for giving a comprehensive 
training in technical, managerial and plant mani^ement 
fields to the small industrialists, etc. 

(3) Short-teim training programmes at suitable centres and 
as close to the centres of the small scale industries as 
possible should also be organised through peripatetic teams, 
so. that the entrepreneur is enabled to attend such courses 
without detriment to his work. 

(4) S.I.E.T. should prepare model training programmes for 
being administered in different areas and for different 
industries. These programmes should be subjected to 
continuous review and appraisal in the light of the expe¬ 
rience gained. Suitable incentives, such as stipends, may 
also be givei^ on a selective basis, to the fTadhees of parti¬ 
cularly weak units wUch cannot theni^lves' finance such 
training.'' 




7. There appears to be some controversy about the rolo of the 
SIET and the precise scope of its functions. We leam wiat the 
research activities of this institution are subjected to criticism on 
the ground of their not being limited to the problems of the small 
scale sector. A research organisation should be allowed reasonable 
freedom to develop its own ethos and so long as the problems of 
small scale industries are its main focus, restrictive attitudes should 
not be encouraged. Even though the small scale sector may be the 
principal concern of this Institute, it will not be desirable or in the 
best interest of small scale sector itself that it (the SIET) should 
be unconcerned with or should not keep itself abreast of the latest 
developments or innovations in the medium and large sector. How¬ 
ever, the research programme of the Institute should be so attuned 
as to subserve the training programme and it should devote more 
attention and thought to the problems of applied research relating 
to the small sc 2 ile industries. 

Becommendation 30 

We recommend: 

The SIET should have reasonable freedom to develop its prog¬ 
ramme of research, extension and training, provided it keeps 
its main focus on the problems of small scale sector. Its 
research programme should be ancillary to the training prog¬ 
ramme and should be oriented to the appliediresearch problems 
relating to small industries. 

8, The District Industries Officers and the block level Industries 
Officers are expected to receive some initial training at the State 
Industries Extension Training Institute or similar other institutions. 
It is, however, necessary that they periodically attend refresher 
training courses to keep themselves in touch with the developments 
and also to become better fitted to discharge their duties in adminis¬ 
trative, regulatory and developmental spheres. Tr aining in discip¬ 
lines like elementary operational research, quality control, etc., to 
familiarise them with the workshop conditions and problems should 
also be arranged to refre^ and improve their knowledge and ex¬ 
pertise, 

Becommendation 31 
We recommend: 

Periodic refresher training courses should be organised for the 
District Industries Officers and the block level Industries 
Officers. Training in disciplines like demi<mtai^ operational 
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research, quality control, etc., to familiarise them with work* 
shop conditions and problems should be arranged from time 
to time. 

Management Consultancy 

9. Management consultancy so far has been taken to mean con¬ 
sultancy in the technical field only, but the scope of this concept has 
no# been enlarged. Management consultancy, as undertaken by the 
Defv^opment Commissioner, Small Scale Industries Organisation, now 
is in two forms—^firstly, a consultancy service for dealing with the 
specific problems arising during the course of the working of an 
industry, and secondly, consultancy work through a more intensive 
and analytical study of the problems relating to finance, production 
and marketing in the situation of a plant. The consultancy in the 
second form is known as integrated plant study and this type of con- 
sifllancy service is being provided in increasing measure by the SISFs. 
They have been providing the management consultancy services to 
small entrepreneurs with a view to guiding and assisting them on 
various management and technical problems arising during the opera¬ 
tion of a unit. There is, however, a general lack of appreciation of the 
need for management consultancy to the small scale sector. There is, 
according to us, genuine need for establishing more management 
consultancy units and for enlarging the scope and coverage of <»n- 
sultancy services. The new consultancy units may be organised, either 
under the aegis of the management associations, or under the wings 
of the public sector enterprises, particularly for the use of their own 
ancillary or feeder industries. Their services should be fiiade avaU- 
aMe to the units of small sector in general and, for this purpose, 
limited financial assistance may, if necessary, be given in suitable 
cases and in particular to the weak units in undeveloped areas. The 
quantum of subsidy should depend on the size and location of the 
industry and its priority in the overall national plan. 


BeelBiinendatum 32 
recommend: 

The establishment of new management consultancy units by 
the management assocWions and the public sector mitei^riscs 
skould be promoted. 1%e services of these consultaBey units 
should be made available to the units in tlm Small sector with 
the assistance of a subsidy, if necessary, on a graduated basis. 



CHAPTER X 

RAW MATERIALS AND EQUIPMENT 

One of the serious handicaps from which the small scale sector 
has suffered for long has been the limited availability of raw mate¬ 
rials of the right type. In the initial stages, roughly till about 1960, the 
small units did not, generally speaking, experience shortages of raw 
materials, as progressively higher allocations were made from year 
to year on an ad hoc basis. However, the sector expanded so rapidly 
that shortages of various items of raw materials began to be felt in 
and after 1960-61. The International Perspective Planning Team, 
which was invited in 1962 to review the progress made by the small 
scale industries, observed : “Of all the present difficulties, raw matmial 
supplies available at competitive prices appear to be the great^t. 
The evidence points out that the inequities in the distribution of raw 
materials and imports are so severe that they tend to over-ride all 
other types of assistance offered to small firms by the Government”. 
According to the Team, while on the average the large firms were 
allocated 85% of their one-shift requirements, the small sector umts 
received allotments to cover only 33 per cent to 40 per cent of one- 
shift requirements. 

2. In view of the continuance of acute shortage of raw materials, 
the position was subsequently examined by the Committee on Scarce 
Raw Materials under the chairmanship of Dr. P. S. Lokanathan in 
1964. The Committee drew attention to the invidious distinction 
obtaining between the large scale and small scale sector in the matter 
of allocation of scarce raw materials and made a number of recom¬ 
mendations, e.g., the adoption of the principle of equality of treat¬ 
ment to all industrial units producing similar end-products irrespec¬ 
tive of the sector, the allocation of scarce materials to be based on the 
priorities of the end-products and the assessment in a scientific 
manner of the requirements of the small scale sector, eth. 

3. In the period immediately succeeding the devaluation of ttie 
rupee in June, 1966, the import policy was liberalised. The new 
scheme provided for the liberalisation of import of raw matetials, 
components and spares to all the units in the priority industries 
of the entire industrial sector. The import entitlement was higher in 
the case of priority industries which were also made eligible to a 
number of other concessions, e.g.. they could import thdr require¬ 
ments as frequently as necessary and they had much wider latitude 
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in regard to the sources and areas of import. However, this libera- 
liration has not, it has been stated, been of great help to the small 
scale sector as, out of the 59 industries included therein, only in the 
cMe of 32 industries, liber,a]lsfttion could be of benefit to the 
scale sector. Of these 32 industries also, there were only 12 indi^tries 
in which there was suiBlcient inidWled capacity in the small scale 
, se^r in which appreciable benefits were derived from the libera- 
Siiil^sdon of the import needs, etc. Ibe policy in respect of the non- 
/^liority sector has been less liberal, since the units engaged in the 
industries in this sector were eligible to the grant of licence. one» in 
a j^ar and they have less freedom of choice in respect of tiie areas 
or sources of import. Most of the indtistries in smsdl s^tor belonged 
to this category. Qn the whole, the priority list cove^d of the 
lar^ scale industries, while approximately 40% of,the small scale 
’ mfestries were ebvered by^ t^^^ 

' 4. Ilie Working Group has examined the portion in d^sdl and 
has felt that the present classification, which discriminates against 
the small scale sector, shoiild be reviewed for the purpose Of bring¬ 
ing some of the important smidl scale industries within the priority 
group, in view of their importance in terms of contribution to employ¬ 
ment and the output of the industrial sector in the cpimtry. In the 
li^l of the overall availability of foreign exchange and the needs of 
priority industries which are stated to be spiralling, it may, how- 
eVw, not be feasible, in the present circumstances, to enlarge ihe list 
of priority industries. The suggestion is, however, well worth 
consideration in more propitious circumstances. 

5. The Group has expressed the view that the present ^scrimi- 
nation in the matter of classification of the industries aiirtliary to a 
priority industry as non-priority is acting as a handicap to the growth 
of ancillary industries sector. It has suggested that aii Industry serv- 
h^ as an ancillaiy of another priority industry should 

fied as a priority industry. We feel that there is conrtderable validity 

in this suggestion. 

6. In regard to the import of items like copper, zinc, lead; tin, 
nickel, etc., the present procedure is that the xisers engaged in the 

Spi^rt^ itt^stries are pennitted to import their requirements direct, 
the units engaged ip bther indusW are issued release orders 
by the licensing authority for the import of material through the 
Minerals and Metals Trading Corporation. The Group is of the 
, pplbion that where the Minerals and Metals Trading Corporation may 
^ to effect physical deMvery of the material ^ 

months against the release order (s) issued on them,>' ' ^^ 
order (s) should be automatically converted into licence(s> 



and the actual users should be allowed to import direct. Similarly 
in respect of steel, galvanised plain sheets, black plain sheets, etc., 
the present arrangement, under which the State Small Industries 
Corporation indents in a bulk for the small scale sector, has not been 
very effective due to delays in the processing of the indents from this 
sector. The Group feels that in processing the indents, the Joint Plant 
Committee should keep in view the special interests of the small 
scale sector in future and expedite decisions without any Tindue 
time-lag. 

7. The supply position in respect of indigenous raw materials 
would also deserve a mention here since the availability in 
particular of such materials to the small sector has not been adequate 
or satisfactory. The Lokanathan Committee on Scarce Raw Materials 
had recommended, inter alia, that an equitable proportion of indige¬ 
nous scarce raw materials, such as steel, aluminium, basic organic 
chemicals and intermediaries, should be set apart for the small scale 
units at reasonable prices. Though the availability of certain raw 
materials, like iron and steel, etc., had improved during the period 
of the recent recession, with the disappearance of recessionary condi¬ 
tions and the upsurge in the domestic demand, there are all-round 
complaints about* the non-availability, or the inadequate supply, of 
raw materials. In such a state of affairs the small scale sector is likely 
to suffer comparatively more than the more resourceful and better 
organised large scale sector. The difficulty of the small scale sector 
is also accentuated by the fact that some large scale producers of 
basic materials, semis and intermediates, are also manufacturers of 
the end-products and they offer stiff competition to the small scale 
units producing only the final product. In view of the re-emergence of 
the conditions of raw materials scarcity, many of the Lfokanathan 
Committee’s recommendations on scarce raw materials are as valid 
today as at the time when the report was published and necessary 
action should be taken to see that in a period of rising shortages of 
indigenous raw materials, the small scale sector is not hamstrung in 
its activities and its sustenance is not hampered. For this purpose cer¬ 
tain corrective steps have been suggested by the Working Group, for 
example, the reservation of a percentage of indigenous scarce mate¬ 
rials for distribution to the small scale sector, and a ban on the large 
scale producers of basic materials, e.g., metals, undertaking the 
manufacture of finished products except for the utilisation of their 
captive capacity. Its other suggestion is that a certain percentage of 
the indigenous production of scarce categories of metals and basic 
materials, for example, E.C. Grade aluminium, should be reserved 
for distribution to the small scale sector. These and other suggestions 
made by the Working Group are worthy of consideration by the 
appropriate authorities. 
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Recommendation 33 

We, tlmrefore, recominend : 

(1) There.shoidd be distribution of senree nrvr 

materials between the la^e sc^e and tbe smidl scale 
sectors, based on the priority of the end>prodnets. 

^2) The present discrioamation in the matter of classificarion. 
of the industries which serve as ancilla^ or feeder to a 
priority industry as non-priority should be removed as 
early as possible and sucb ancillary industry should be 
treated on par witb the priority industry concerned in 
respect of import licence and tbe allocation of imported 
raw materials. 

(3) In r^fard to tbe import of itmns bbe copper, rinc, lead, tin, 
nickel, etc., toe profit system sbould be Modffied and if 
the Minerals and Metals Trading Corporati<m are unable to 
effect the physical delivery of tbe mi^rial vritoin toseo 
months, toe release ord«s should be expeditionaly enn- 
verted into import licences and toe actual usras iiteved 

(4) Ihe Joint Plant Committee of toe steri industty aheuld 

take expeditious action in regard to sup^y of scarce cate¬ 
gories of steel to toe small sctde Rector keeping in view the 
needs and difficulties of tois sector and its contributioB to 
industrial production. ' 

(5) In view of the shortages of indigenous raw materials and 
basic metals, tbe Government should ta^ steps to rmerve 
a certain percentage of surii scarce materhds fur distribu¬ 
tion to toe small scrie sector. 

(6) The recommendatiom of tbe Lokanathan Committee on 
Scarce Raw Materials should be, examined aifresh and 
appropriate action taken to implement such of toeir 
recommendations as have relevance/validity in too exist¬ 
ing circumstances. 

Import of Capital Goods, Raw Materials, etc. 

8. The following procedure is currently bring followed in mspeet 
ol toe import applications for capital goods from the smril scale 
lipi tH, for value exceeding Rs. 8.000. 

'" (i) The application is routed through the State Director of 

Industries concerned who scrutinies toe sa™® prior to the 
grant of essentiality certificate. An ^portant factor 
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responsible for the delay at this stage is the deficiencies in 
the applications submitted to him due, to some extent, te 
the lack of knowledge about the procedures and the 
Government policies in respect of import of capital goods. 
On receipt, these applications are examined by the techni¬ 
cal officers in the DCSSIO from the point of view of the 
desirability of import and indigenous angle. These are 
placed before the Small Scale Industries Committee, con¬ 
sisting of the representatives of the DCSSI and DGTD. In 
case the Committee finds that the itenxs sought to be 
imported are available in the country, the applications are 
forwarded to the CCI&E, recommending rejection and 
indicating the names of the indigenous manufacturers for 
the availability of the material. In respect of such items 
as are not available indigenously and the import of which 
is cleared by the SSI Committee, the applications are for¬ 
warded by the DCSSI to the CCI&E recommending the 
issue of licence. 

(ii) The application received with the recommendation of the 
SSI Committee are subjected to a preliminary scrutiny in 
the office of CCI&E and these are considered by one of the 
two Committees, viz., (a) the Capital Goods Ad Hoc 
Committee and (b) the Capital Goods Main Committee, as 
the case may be, depending on the value of the licence 
applied for. The applications in respect of value up to 
Ks. 5 lakhs are placed before the former Conunittee while 
those exceeding that limit go before the latter. In consider¬ 
ing these applications, the C.G. Ad Hoc Committee takes 
into consideration the relevant factors, e.g., the availability 
and allocation of foreign exchange, the souri^e of credit and 
the priority nature or otherwise of the industry concerned. 
Many a time the possibility of the import of an item recom¬ 
mended and cleared by the C.G. Ad Hoe Committee is 
explored against a particular credit desired by the appli¬ 
cant. Sometimes such a possibility is also explored against 
the credits available with the NSIC. 

9. In the case of applications for the import of machinery and 
machine tools of value not exceeding Rs. 8000 the procedure is some¬ 
what less elaborate. In such cases the application is required to be 
forwarded along with recommendations by the Director of Indiistries 
or other sponsoring authorities, as the case may be, to the port autho-, 
rities (the regional licensing authorities) who will deal finally with 
it in the light of the recommendations and in terms of the import 
policy in force. If the machinery or machine tool sought to 6e 
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imported is not licensable under the import policy in force, thie 
sponsoring authority is required to refer the case to the DCSSI for 
clearance from indigenous angle before making a recommendation. 
The Director of Industiies or the sponsoring authority will, after 
obtaining necessary clearance from the DCSSI, forward the appSca- 
tion with his recommendation to the port authorities. In respect of 
the imported raiw materials, components, spare parts, etc., also a 
airtSlar procedure has to be adopted. 

■' 10. The inadequate availability of the foreign exchange consti¬ 
tutes the core of the licensing difficulties. The procedures and, in 
particular, the location of the desired or more favoured wurce of 
c^dit inevitably take some time and this partly accounts for the 
3(ipe,]ag:,between the approval by the C.G. Committee and tlbe issue 
of tiiie licence. Another factor iiffiibiting the availability to the 
small sector of the credits from more favourable sources, for example, 
West Germany, United Kingdom, etc., is stated to be the stipulation 
by the donor countries that only the capital goods and equljHnent in 
excess of a certain minimum value could be imported under such 
credits. The minimum limits of the value of such machines are stated 
to be impracticable in the case of the small scale sector. The aid- 
0ving^ countries may have difficulties of their own in accepting the 
iocirer limit of ‘value. It will be worthwhile to examine the question 
whether the aid-giving countries could be persuaded to agree to the 
relaxation of the existing limits and the fixation of some lower limits 
in respect of the value of the machinery to be imported by the 
small scale sector only. It is also considered that the present diffi¬ 
culties and constraints on the small scale sector arising put of the 
xuagce^ allocation foreign exchange to it could be removed if a 
suitable proportion of foreign exchange made available for the 
im bi s t t y as a whole is earmarked for this sector. In view particularly 
impertent socio-economic xxinsiderations, this sector should not 
be dded its legitimate shue of the total foreign resources made 
available to the industrial and alli^ sectors. Its overall requirements 
of such resources would not, by their very nature, be of significant 
order, but the allocation of additional foreign exchange will make a 
mh^V^ difference so far as its sustained growth and devel(m®®ot 
isroencemed. 

, 11. In respect of the credits made available to the financing agencies 
like the I.C.I.C.I. it is stated that the small scale sector Is not normally 
able to take advantage of them. Though there are instances, we under- 
of this sector having been allowed such credits in the past, the 
financing agencies are not, by and large, in a position tp^a^^mmodate 
the requirements of this sector. It is felt that, if the procedures and 
rules of these agencies, which inhibit such utilisation^ could be suit- 
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ably modified, the small scale units might be in a bettex positimi to 
meet a part of their requirements for the import of capital goo^. This 
aspect of the matter should also receive due consideration. 


Recommendation 34 

We, therefore, recommend: 

In view of the importance to the national economy of the small 
scale sector, a suitable proportion of foreign exchange provided 
for the industrial and allied sectors should be earmarked for 
the small scale industry. Necessary steps may be taken and, if 
necessary, the existing systems and procedures suitably modH" 
fled with a view to ensuring that more foreign credits given 
by the donor countries through the financing agencies, like 
the I.C.I.C.I., are made available to the sector. 


12. There are widespread complaints that the applications of the 
yypall scale sector for the import of capital goods, raw materials, 
components and spare parts, as also for the scarce indigenous raw 
materials, have to be processed through a number of committees and 

Government organisations involving a very time-consuming and 

frustrating process. We have given very anxious and carefifi con¬ 
sideration to these aspects since they are of vital importance for the 
smooth working of the small scale sector and for ensurmg its 8^ 
tenance and growth. We are of the view that considerable improve¬ 
ment could be made in the matter by the adoption of measures on 
the lines indicated below : 

(i) The rules and regulations relating to the 
^ goods should be widely pubUcised and 

made thereto should also be ^ 

quickly as possible. The Directorates of Industries and 

officers at all levels should adopt an educative and 

during the course or tne p e unnecessary 

o. the cases to the 

applicants or lower authorities. 

(U) we leal that the present 

toper, oi capital goods whtch as^ 

rtf Wf. eost'oi ntaohlner. and 
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plant imported from abroad. We consider that this limit 
should be raised to Rs. 12,000 so that the port authorities 
may be in a position to issue licences under their own 
powers .on the recommendation of the Director of Industries 
or other sponsoiihg authorities. This may involve some 
marginal upward adjustment in the ceilings of foreign 
exchange earnaarked for the iinport of raw materials for the 
small sector, but in view of the priority of the sector, this 
should not be grudged. 

<iii) The applications for the import of capital goods exceeding 
Rs. 8,000 in value, which are at present forwarded by the 
Director of Industries to the DCSSI, are required, as stated 
above, to be processed by two committees at the Centre, 
namely, the SSI Committee in the DCSSIO and the C.G. Ad 
Hoe Comihittee in the olSice of the CCI&E. We feel that, 
in order to cut slmrt the time involved in consideration, the 
processing of the applications at the Centre should be made 
more compact and less diffused and time-consuming. For 
this purpose the applications forwarded by the State 
Directf^S of Industries should be processed as expeditiously 
as possible in the Office of the DCSSI in consultation with 
the DGTD, preferably before the next meeting of the SSI 
Committee. In the normal course, the applications should 
go direct to.the C.G. Ad Hoc Committee from the DCSSI, 
after consultation with the DGTD, and a meeting of the 
SSI Conunittee should not ordinarily be necessary for the 
consideration of these cases in the DCSSIO. However, if 
any cases are unduly delayed, these may be brought be¬ 
fore the SSI Committee for consideration at its next meet¬ 
ing. All preparatory steps, like the scrutiny from the indi¬ 
genous angle, the removal of deficiencies or the fur nishing 
of necessary information or clarification by the applicant, 
etc., should be completed as expeditiously as possible so 
that the matter may be placed before the C.G. Ad Hoc 
Committee at the earliest. If necessary, the Committees 
concerned could meet more frequently or at shorter 
intervals to deal with the pending cases in order that their 
processing may be expedited. In respect, however, of the 
imported raw materials, components and spare parts and of 
capital goods up to a value of Rs. 12,000 where the regional 
licensing authorities will, under our proposals, be compe¬ 
tent to issue import licences without a reference to the 
Central organisations, it should be feasible to complete the 
processing of applications within a reasonable period, say, 
three months, in the offices concerned. 



Beconunendation 35 

We, therefore, recommend: 

(a) The relevant rules and regulations in relation to the\ import 
of capital goods, raw materials, components, etc., and their 
amendments, if any, should' be widely publicised from time 
to time. The officers of the Industries Departments should 
provide necessary assistance and guidance to the small 
scale sector entrepreneurs in this matter. 

(b) In order to ensure speedy and expeditious disposal of 
cases for the import of capital goods, raw materials, etc.,, 
the connected procedures should be simplified and stream* 
lined. 

(c) A time limit of, say, 3 months may be fixed for the dis¬ 
posal of applications in respect of raw materials, and 
capital goods up to a value of Bs. 12,000 in the organisa¬ 
tions concerned, e.g., the Director of Industries, port autho¬ 
rities, etc. 

(d) The powers of the regional licensing authorities to grant 
licences for the import of capital goods without reference 
to the Central organisations, should be enhanced from the 
present limit of Bs. 8,000 to Bs. 12,000. 

(e) The applications forwarded, by the State Director of 
Industries or other sponsoring authorities for import of 
capital goods should be processed as expeditktusly as possi¬ 
ble in the office of the DCSSl in consultation with the 
DGTD. A meeting of the SSI Committee should not ordi¬ 
narily be required for the consideration of these cases, in 
the office of the DCSSl. Only if the case are unduly delayed 
they may be brought before the SSI Committee. In the 
normal course, the applications should go direct to the C.G. 
Ad Hoc Committee for disposal. 



CHAPTER XI 

SUMMARY OF RECOMMENDATIONS 
.CHAPTER n—A POUCY FOR SMALL INDUSTRIES 

1. A clear-cut and new statement of policy <m small industries^ 
suitably modifying, implifying the Industrial Policy Resolution 
of 1956, /should be enunciated at the earliest. 

2. In line with our recommendation in our Report on Economic 
Administrfition in relation to other plan proposals, operationat 
e^valents ;should be fully W5>rked out for the planned prog¬ 
rammes and policies rdating to the small sector also. For. the 
success of the operational efflorts, a system for periodical 
review should be instituted to assess and evaluate the 
progress made. 


3. The Industrial Policy for the devdopment of small scale 
industries should clearly alBrm the high priority to be given 
to the industries in the small scale sectoi^ in view of its poten¬ 
tial for creating employment opportunities, stimulating entre¬ 
preneurship on a wide base and bringing about a more equit¬ 
able distribution of iimome and wealth. It is of the utmost 
importance to ensure healthy growth of the small scale sector, 
not only to accelerate the industrial and econcnnie progress of 

: the country, but also to provide a broader and economically 
and socially more justifiable industrial base. 

4. For the impleraentaticm of the policies in relation to common 
production programme and the reservation of fields, there 
should be set up, at the X^tre, in consultation with the insti¬ 
tutions concerned, a Committee consisting of Joint Secretary- 
in-charge of the small industries sector in the appropriato 
Ministry, and the represmitdives of organizations like the Sihall 
Scale Industries Commission (proposed by us below) the Khadi 
& Village Industries Commission, the Federathm of Small Scale 
Industries Associations, etc. This body should be advisory in 
character and it should review periodically the furogress in 
implementing the policies in, respect of matters mentioned above 

i and suggest remedul measures. Correspondh^; iultahgemento 
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should be made in the States also. In the light of past 
experience^ the policies in respect of common production 
programme and reservation of fields will need to be enunciated 
afresh. 


CHAPTER III—ADMINISTRATIVE ORGANISATION AT THE 
CENTRE 

5. (1) A Small Scale Industries Commission should be set up 

under a statute of Parliament in place of the existing 
Small Scale Industries Board. 

(2) There should be distribution of work between the proposed 
Commission and the existing Khadi and Village Industries 
Commission on functional rather than on area basis. The 
Small Scale Industries Commission should be charged with 
the responsibility for the development of the modernized 
small sector. 

(3) An inter-Ministerial Committee presided over preferably 
by a non-official may deal with problems of common 
interest like common production programme, evaluation 
and formulation of policy. 

(4) If considered necessary, the existing all-India Boards like 
the Handicrafts Board, the Handloom Board, etc. might 
continue for some time to serve as subsidiaries of the two 
Commissions in their respective fields. Certain Specialised 
Boards, like the Coir Board, may, however, be allowed to 
continue as at present. 

6. The organisation of the Development Commissioner, Small 

Scale Industries, i^ould become a part of the Ministry of 
Industrial Development, etc., and the DCSSI should func¬ 
tion as the Pmicipal Adviser to the Government on the 
development of the small scale industry. This organisation 
should be technically strengthened by inducting suitable 
experts in various specialities. 

7. (1) The Industrial Estate at Naini should be transferred to the 

State Industries Department. 

(2) The National Small Industries Corporation should be 
divested of the responsibility of the administration and 
management of the Froto-type Production-cum-Training 
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Centres. Their admiaistratka should be eahrusted to 
ira^faer Ctaiizad ageney, preferahfy the proposed 
Commiadon. 

(3) The National Small Industries Corporation should* under* 
take vigOTOus maxkeiinff^ assistaace prognunmes. In the 
initial stages, this activity should not be treated as a com¬ 
mercial activity but as ol promoiiooal nature. 

(4) The National Small Indust^es Corporation may either have 

regional offices or prefei^ly enter into arrangement 
or understandjng nith t!m State Ck under vfrhich 

the IMrector of Industries will a^t as their, local agent in 
the hirc^nrchases cases, phere should be the maximum 
decentralisation of its Ure-purchase activity so that 
journeys of small entrepreneurs to the headquarters of the 
Corporation may be avoided. 

8. On the coming into existence of the Small Scale Industries 

Commission, th^e should be a fresh ^pr^sal of the duties 
and re^iottsibittties ^ the hkrional Small Indhistties Corpo¬ 
ration so that the overlap of funcrimis or conflict over the 
spheres of work are avoided. 

CHAPTER IV—ADMINISTRATIVE ORGANIZATION IN STATES 

9. (1) The Director of industries in the State should be a senior 

officer, and shoidd nomiaS^ hold his assignment for a 
period of three to four years. He should have a status ade¬ 
quate to the discharge of his multiterious duties. 

(2) The Director of Industries should be the undisput^ head of 
his department and'shotdd enjoy ^1 the powers and dis¬ 
charge all the functions of a major head of d^artment in 
the State Government. 

(3) In case the Directorate of Industries has under^ its charge 
the large scale sector'as well, an Additiottai IMrector with 
almost equal status and powers may be appoint^ for the 
medium and large sectors with overall su^ri^ion in 
defined'fields only if the volume and nature of work relat¬ 
ing to large scabs sectw otein'ly warnmt it. The m^oiari- 
bility of the Director of Industries in regard to the small 
sbotor sho^d! be'ffizoet tmd complete aaid Ihimid net be 
whited down in imy rO!®oct. 
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10. (1) The officiate ief the Industries Deparhtteut working at the 

district and bh>ck level should lay more emphasis on and 
devote more attention to the develoj^Ueiital aspects of 
their duties rather than to regulatory aspects. 

(2) Normally, in the district, the full respomdbility in respect 
of all aspects of work relating to small sc^e industries 
should vest in the District Industries Officer and the 
officers subordinate to him. In those States, however, where 
the subject of small scale industries has also been trans¬ 
ferred to the panchayati raj institutions, the State Govern¬ 
ments concerned should review the position and considm* 
whether the entire responsibility in this field could be 
entrusted to the officers of the Industries Department. 

11. (1) There should be at the most three identifilable levels of 

responsibility in the Department of Industries. 

(2) Necessary delegation of powers should be effected at all the 
three levels, clearly defining the duties, responsibilities etc., 
in accordance with our recommendations in the Report on 
State Administration. 

(3) Any tendency to informal withdrawal of the delegations 
made or of the due exercise of authority should be effec¬ 
tively curbed. 

(4) The authorities whom the entrepreneurs have to approach 
should be reduced to the iwitiimimi , 

12. There should be provision for compulsory registration of estab¬ 

lishments in the small scale sector with the Directorate 
of Industries of the State Government. Besides, the Direc¬ 
torate should also have the responsibility of collecting and 
compiling periodical information and data from the giwpll 
scale units. At the district level this function should be 
discharged by the District Industries Officer under the 
guidance and supervision of the Director of Industries. 
There should be proper liaison and coordination in this 
field between the Directorate of Industries and the State 
Statistical Organisation. 

CHAPTER V—TECHNICAL ASSISTANCE 

r 13. (1) The responsibility for providing technical advice and 
guidance in common basic trades and in industries with 
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comparatively lower technologic should rest with the State 
Governmedte. ^ ^ ^ ^ ^ 

<2) The remaimng Eid^asio^ run at present h^ the 

Central Snmll industries Organisation, should be t^en 
over by the State Governments on mutually agreed tmms 
and should he run, in future, by the latter. In the case of 
sophisticated industries and those requiring more compli¬ 
cated and constantly changing technologies, forei^pi know¬ 
how, etc., the Small Scale Industries Commbsion shmdd 
assume responsibility for providing the requisite technical 
assistance. The proposed Commission should also ]^y a 
, coordinating role in general in tlm field of technical assis¬ 
tance. 

(3) The SISIs should be well-equipped to give technical advice 
for the requirements of industries with advanced techno¬ 
logy. For this purpose they should be further strengthened 
by such supporting staff and equipment as may he found 
to be necessary. They should continue to be under tlm 
C.S.I.O. 

(1) 3^10 services of private consultants and experts may he 

utilised on a part-time basis in suitable eases to supple¬ 
ment the work done by SlSl’s direct in this field, Pro¬ 
vision of high-level techni^/consultancy service on a 
regional basis should be arranged by establishing techni¬ 
cal panels of part-time consultants for various key 
industries. 

(2) Efforts should also be made to micourage the private cor¬ 
porate agencim, trade assooa^tipns, etc., to take over part of 
this work. The public sector undmtakings or a group or 
groups of private industries should be encouraged to 
develop technical services in the appropriate fields, parti¬ 
cularly in the case of their ancillary and feeder industries. 

15. Well-equipped laboratories should be established vrhem they do 
not exist, for testing raw materials, components and end 
products and also for providing inspection services, etc. 
The existing laboratories like the Textile Research labora¬ 
tory, etc.j even tiuough ^y serve large scale ir^ustries^ 
shoidd be utilised to the extent possible. The Central 
Govemarent laboratories could also, be utUi^ for tmthq; 
and quality control vwukij ff sur^ 
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Ways and means may also be devised for sidMng up sub* 
sidiary laboratories or units affiliated to or associated with 
the national and regional laboratories at the appropriate 
level. The S.I.S J. Workshops and laboratories at metropoli¬ 
tan centres may also be developed into full-fledged 
regional testing centres to cater to the needs of certain 
industries. Necessary steps should also be taken to set up 
process and product-development centres-cum-testing 
laboratories in trades like rubber^ plastics, electrical 
appliances, etc., at suitable places. 

16. The Small Scale Industries Commission should make arrange¬ 

ments for organising quality control, inspections, etc., in 
consultation with the existing institutions in the field. No 
separate agencies need, however, be set up for the small 
sector alone. The trade and commerce assosiations etc. 
should also be encouraged to set up similar organisations 
and under adequate supervision. 

17. Both Government technical organisations and private consul¬ 

tancy services should be utilised for preparing project 
reports and technical feasibility reports and taking up 
surveys, etc., for the benefit and use of the small scale 
industries. These reports/doeuments should be made avail¬ 
able to them at a low cost. The setting up of private techni¬ 
cal consultancy organisations should be encouraged and 
provided necessary financial incentives/assistance by State 
Governments. 

18. Necessary steps should be taken for the preparation, under 

expert advice, of specifications and standards for ^the manu¬ 
facture of commodities of daily use and mass consumption. 
These specifications should be widely publicised and made 
available to entrepreneurs. 

CHAPTER VI—FINANCIAL ASSISTANCE 

19. An apex investment and finance institution should be set up 

to devote its undivided attention to, and ecmcentrate its 
activities on, the small scale sector. This corporation, to be 
known as the Small Scale Industries Finance Corporation, 
should be set up under an Act of Parliament with a paid-up 
capital, say, of Bs. 25 crores. It should be the top investment 
and credit body in respect of the small sector and should 
be charged with the responsibility ot the provision of 
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financial assistance and accommodation, both for long 

< term caintal investment and for worising capital needs, to 
this sector. 

la their annual re^rt the Small Scale Industries I^auM 
Corporation sl^uld make an jevaluation of the performance 
of the iinah^l insl^utiions in implmnenting the guide- 
lines and instructions in resect of the small scale sectmr. 

21. A State Level Committee should he set up for effective coordi¬ 
nation among various financhig institutions in eadk SCate. 
The success as well as the usefulness of this Committee 
will depend, to a very large extent, on the ri|^t choice of 
personnel and on all the interests concerned being 
sented thereon. 

^ere should be a coordinated approach to the finahdng of tlm 
small scale sector at the district level also. A Standing 
Committee should be set up at the district level ittth 
Collector as the Chairman and the District Indiistties 
Officer, representatives of local banks and smsdl scale 
industries and an officiid of the State Finance Corporation 
as members. The local banks may also act as agents of the 
State Finance Corporations for purposes of advancing k^s 
to small entrepreneurs, 

CKArrER VII—MARKETING AND MARKETING RESEARCH 

2t. (1) The functioning of marketing wings of Indnsttim D^art- 
ments as well as the sales emporia of the various Boards 
should be re-oriented, so that they work on pormal com¬ 
mercial lines and adopt more business-like mwhods for 
sales promotion. The emporia should also undertake the 
organisation of certain facilities like the advance of loans, 
supply of raw materials, etc., to the craftsmen direct and 
not deal vdth them through the intermediaries. 

(2) The Commission/Boards, where they cohtinue to be in 
existence, should undertake vigorous steps towards er^rt 
promotion in markets abroad by establishing centtes in 
foreign countries. 

grant of price preference to the small scale untts» which is 
admissible under the Go^vernment purchase prognmme, 
should be expedittoip and ]^ompt, subiect to the cmnpe- 



teum and «|w^ty of the small seide sector fo 
the items df ^e quality and in the quanthifaKi leqmred. 
Fresh administrative instructions slmtdd be Issued 
emphasising the need for promptness in dealing with such 
cases and necessary steps taken to ensure compliance* The 
existing list oft items reserved for purchi»e from the small 
scale sector should be revised and modified from time to 
time and this should be undertaken by an expert committee 
appointed for the purpose. 

25. In view of the vital importance of marketing research for the 
small scale sector^ the proposed Commission shc^d address 
itself to the task of orgamsing marketing research, and the 
results of this research should be made available to the 
small sca}e sector. For this purpose the knowledge, 
experience and expertise of the existing bodies working 
in this sphere should be fully utilised by the Commissfon. 

CHAPTER Vin—INDUSTRIAL ESTATES 

25. The organisational pattern of an industrial estate in m parti* 
cular area should be determined having due regard to the 
special needs and requirements of that area. In selected 
cases the setting up and construction of these estates may 
also be undertaken by State Governments deparimentally. 
These estates should, however, not be generally located 
within congested areas of big cities but be sited around the 
new industrial townships, having in mind the environ¬ 
mental aspects. Also, they should be run entirely by the 
State Governments, through their own agencies. 

27. An industrial estate should be planned with a view to develop¬ 

ing it into a focal point of healthy industrial growth in an 
area rather than as a cluster merely of inward-looking 
group of production units. It shoul^d be so designed and 
managed that it may later on be in a position to provide 
necessary common service facilities, technical advice, etc.,, 
to the other small scale units in that area. 

CHAPTER IX—TRAINING AND MANAGEMENT CONSULTANCY 

28. The training programmes of the Industrial Training Institutes 

should be reviewed with a view to enabling theiB hMter 
to serve the needs of the industries of the area in which 
they are located, liie representatives of small industries’' 
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associations may be associated with the management of 
these institutions. 

29. (1) There should and contiBUOUs «»lIabora' 

tion between the SE^, the Ceoitial Small Indiestries ttaga- 
ifiisn twii and the ^tate in the matter of «Hirse 

contents and the medn>ds and techniques of training so 
that the particiiWtion of the ofifcers connected with indus¬ 
trial development of the C^itnd and State Clovernments in 
the training progranUnes may be more fruitful and ,pur¬ 
poseful. 

(2) Training of entrepreneurs-cum-managers in the small scale 
sectcnr should be enlarge and intensified and its eoiverage 
yddened. The SlSTs which exist almost in every State 
should be made response for givii^ a com^hensive 
training in technical^ managerial and plant management 
fields to the small industrialists, etc. 

(3) Short-term train^ progrwnmes at suitable centres and as 
close to the centres of the small scale indttstriM as possi¬ 
ble should also be otgtuihied through ^ripahstic teams, so 
that the eidrepiweur is enabled to attend such courses 
without detriment to his work. 

(4) S.I.E.T. should prej^re model training prc^rtammes for 
being administered in Afferent areas and for ffiflerent 
industries. Ibese™ programmes should be objected to 
continuous review amd appndsid in the light of the 
experience gainedi. Suitable incentives, suib as stipmids, 
may also be given, on a selective basis, to Ae trainees of 
particularly Weak units which cannot themselves finance 
such training. 

39 . The SIET should have reasonable freedom to develop its prog¬ 
ramme of research, mctension and training, provided it 
keeps its main locus on the problems of small scale sector. 
Its research programme should be ancillary to the training 
programme and should be oriented to the applied research 
problenas relatMg to smaH induriries; 

; , 31. Periodic refresher straiBfa^ toiwses shmild be o^gnnued for 
the District Industries Officers and the block level Ind^ 
Offlcem, Tihinkigtn‘diid^^nes litre 
" tienal research, quafity contwri^ etc,, to ftwifeorise them 
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with workshop conditions and problems should be anaaged 
frpm time to time. 

^E. The establishment of new management consultancy units by 
the management associations and the public sector eater- 
pri^s should be promoted. The services of these cmsuI- 
tancy units should be made available to the units in the 
small sector with the assistance of a subsidy, if necessary, 
on a graduated basis. 

CHAPTER X—RAW MATERIALS AND EQUIPMENT 

(1) There should be equitable distribution of scarce raw 
materials between the large scale and the small scale 
sectors, based on the priority of the end-products. 

(2) The present discrimination in the matter of clas^^cation 
of the industries which serve as ancillary or feeder to a 
priority industry as non-priority should be removed as 
early as possible and such ancillary industry should be 
treated on par with the priority industry concerned in 

i respect of import licences and the allocation of imported 
raw materials. 

(3) In regard to the import of items like copper, zinc, lead, tin, 
nickel, etc., the present system should be modified and if 
the Minerals & Metals Trading Corporation are unable to 
effect the physical delivery of the materials witMa three 
months, the release orders should be expeditiomdy con¬ 
verted into import licences and the actual use^s aUowed 
to import direct. 

(4) The Joint Plant Committee of the steel industry should 
take expeditious action in regard to supply of scarce cate¬ 
gories of steel to the small scale sector keeping in view the 
needs and difficulties of this sector and its contribution to 
industrial production. 

i(S) In view of the shortages of indigenous raw mateclnls and 
basic inetals, the Government should take steps to reserve 
a certain percentage of such scarce materials for distri- 
hution to the small scale sector. 

(4) The recommendatimis of the Lokanathan Committee on 
Scarce Raw Materials should be examined afrerii and 



77 


appropriate action taken to implement such of their 
recommendations as have lelevance/validity in the exist* 
ing circumstances. 


3^^ln view of the importance to the national economy of the smalt 
scale sector, a suitable proportion of foreign exchan^ 
vided for the industrial and idlied sectors should be ear¬ 
marked for the small scale industry. Necessary steps may 
be also taken and, if necessary, the existing systems and 
procedures suitably modified with a view to ensuring that 
more foreign credits given by the donor countries through 
the financing agencies, like the I.C.I.C.I., are made avail¬ 
able to the sector. 

(1) The relevant rules and regulations in relation to the 
import of capital goods, raw materials, components, ^c., 
and their amendments, if any, should be widely publicised 
from time to time. The officers of the Industries Depart* 
jnents should provide necessary assistance and guidance 
lb the small s sector entrepreneurs in this matter. 

(2) In order to ensure speedy and expeditious disposal ' of 

for the import of capital goods, raw materi|il$, etc., 
the connected procedures should be simplified and stream* 
lined. 

(3) A time limit of, say, 3 months may be fixed for the disjiosal 
of applications in respect of raw materials, an capital goods 
up to a value of Rs. 12,000 in the organisa^ons concerned, 
e.g., the Director of Industries, port authorities, etc. 

(4jf The powers of the regional Ucensing authorities to grant 
licences for the import of capital goods without reference 
to the Central organisations, should be enhanced from the 
present limit of Rs. 8,000 to Rs. 12,000. 

(3) The applications forwarded by the State Director of 
Industries or other sponsoring authorities for im^rt of 
capital goods should he processed as expeditiously as possi¬ 
ble in the office of the DCSSI in consultation with the 
DGTD. A meeting of the SSI Committee should not 
mrdinarily be required for the consideration of these cases, 
the office of the DCSSI. Only if the cases are unduly 
delayed, they may he brought before the SSI Cknmidttees. 
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la the nonnal course, the applications shoidii go direct to 
the C.G. Ad Hoc Committee for disposal; 


Sd/- K. Hamimanthaiya 
CSudrman 


Sd/- H. V. Kamath 
Member 

Sd/- Debabrata-Mookerjee 
Member 

Sd/- T. N. Sittsh 
Member 

Sd/r y. Shankar 
Member 

Sd/- N. S. Pandey 

Joint Secretary 

New Delhi Decmnber 24, 1969. 



LIST OF ABBREVIATIONS 

1. CCI&E 

Chief Controller, Imports & Exports. 

2. CG AD Hoc Committee 

Capital Goods Ad Hoc Committee. 

3. CG Main Committee 

Capital Goods Main Committee. 

4, CSIO. 

Central Small Industfies Organisation. 

5. DCSSI. 

Development Commissioner, Small 
Scale Industries. 

DCSSIO .... 

Development Commissioner, Small 
Scale Industries Organisation. 

7. DGSD .... 

Director General, Supplies & Dis¬ 
posals, 

8. DGTD. 

Director General, Technical Develop¬ 
ment. 

9 . ICICI. 

Industrial Credit and Investment 
Corporation of India. 

lb. IDBI. 

Industrial Development Bank of 
India. 

11 . m. 

Industrial Training Institute. 

12. NSIC. 

National Small Industries Cor¬ 

poration. 

13. PTC . 

Proto-type Production-cttw-Training 
Centre. 

14. SFC. 

State Finance Corporation. 

15. SIET . 

Small Industries Extension Training 
Institute. 

16. SISI. 

Small Industries Service Institute. 

17. SSI Commission 

Small Scale Industries Commission. 

16. SSI Committee 

Small Scale Industries Committee. 

18. SSIC. 

13 D ;ptt.ofAR/69—2050-^18-3-70—GIPF. 

State Small Industrial Corporation. 
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